The Bank as an Employer 


JOHN WALKER HARRINGTON 


Bank Concentration 


Its Progress and Present Status 
JOSEPH STAGG LAWRENCE 


Filing Systems for New Business Use 
E. V. NEWTON 


Depreciation for Income Tax 


The Fifth of a Series of Articles on Federal Income Tax 
R. D. BOND 


Bonds Should Rise Another Year 
PAUL WILLARD GARRETT 


FOR TABLE OF CONTENTS SEE PAGE Ill 


Published by 
THE BANKERS PUBLISHING COMPANY 
PUBLICATION OFFICE: 465 MAIN ST., CAMBRIDGE, MASS. 
EXECUTIVE OFFICE: 71 MURRAY ST., NEW YORK, U.S.A. 
London: Effingham Wilson, 16 Copthall Ave., By C.2 
50 Cents a Copy 





J. P. MORGAN & CO. 


Wall Street, Corner of Broad 
NEW YORK 


DREXEL & CO., PHILADELPHIA 


Fifteenth and Walnut Streets 


MORGAN GRENFELL & CO., LONDON 


23 Great Winchester Street 


MORGAN & C*%, PARIS 


14 Place Vendome 


Securities bought and sold on commission 
Foreign Exchange, Commercial Credits 
Cable Transfers 
Circular Letters for Travelers, available in all parts of the world 





The New York Trust Company 


Capital, Surplus and Undivided 
Profits . . . $48,000,000 


Domestic and Foreign Banking Facilities 


Corporate and Personal Trusts 


100 Broadway 
57th Street and Fifth Avenue 40th Street and Madison Avenue 








ESTABLISHED 1846 


THE BANKERS MAGAZINE 


Published Monthly by 
THE BANKERS PUBLISHING COMPANY 


PUBLICATION OFFICE: 465 MAIN ST., CAMBRIDGE, MASS, 
EXECUTIVE OFFICE: 71-73 MURRAY ST., NEW YORK, N. Y. 


Cable Address : ‘‘ Bankmag,”” New York 
ELMER H. YOUNGMAN KEITH F. WARREN RICHARD F. DURHAM 
Editor Publisher Managing Editor 


Subscription price $5.00 a year; 50c. per copy. Foreisa Postage $1.10 per year. Canadian Postage, soc. per year. 
ntered as second-class matter at the post office at Boston, Mass., under the Act of March 3, 1879. 
Copyright 1930 by The Bankers Publishing Company. 


VOLUME CXXI OCTOBER, 1930 


Contents 


CrisES—THEIR CAUSES AND CURE 

No Lack OF CREDIT 

INTERNATIONAL PRICE RELATIONS 

THE COURSE OF PRICES 

BANKERS AS INDUSTRIAL COUNSELLORS 
REDISTRIBUTING WEALTH 

THE PERTURBED WORLD 

WALKER Favors NATION-WIDE BRANCH BANKING 


THE BANK AS AN EMPLOYER 
By John Walker Harrington 


BANK CONCENTRATION—ITs PROGRESS AND PRESENT STATUS 


By Joseph Stagg Lawrence 


Firinc SystEMs FoR NEw BusINEss 
By E. V. Newton 


DEPRECIATION FOR INCOME TAX 
By R. D. Bond 


Bonps SHOULD RIsE ANOTHER YEAR 
By Paul Willard Garrett 


(Contents continued on page vil) 


‘ 





THE BANKERS MAGAZINE 


If You Need Specialized 
Fiduciary Experience 


In Massachusetts 
Incorporated 1874 


Settling Estates and managing property in Trust, 
either real or personal, has been our principal 
and specialized business for many years. We 
have settled hundreds of Estates, many of them 
large and complicated, and are now managing 
more than $ 200,000,000 in Trust funds. 


Practically every type of Estate and Trust prob- 
lem that may arise has been met and solved by 
this company ia the many years of its experience. 
Individuals and corporations who require the 
services of an institution of this kind are cor- 
dially invited to correspond with the President 
or other officers of this Company. 

Charles E. Rogerson, President 


We also act as Corporate Trus- |} 


BOSTON SAFE DEPOSIT | tte te} 


and as Agent in the disburse- 


AND TRUST COMPANY [imacrcweanccs| 


our equipment to handle it is | 


100 Fran KLIN Srre ET complete. 


C4 Arc and Devonsnire Streets 


LIMITED 


Established 1833 
($5=2£1) 


Subscribed Capital - - -  $218,085,400 
Paid-Up Capital - - - - - 47,397,080 
Reserve Fund - - - - + 47,397,080 


Head Office: 15, BISHOPSGATE, LONDON, E. C. 2 
UNION BANK OFFICE: Princes Street, London, E. C. 2 


OVER 1350 OFFICES in ENGLAND and WALES 


The Bank offers special facilities for the conduct of accounts 
of Overseas Banks 


AFFILIATED BANKS 
COUTTS & CO., GRINDLAY & CO., LTD. 





{f") 


THE BANKERS MAGAZINE 
[Continued from page m1] 


THE RELATION oF Deposits TO SECONDARY RESERVES 
By Dr. Paul M. Atkins 


Tue SAFE DEPosIT DEPARTMENT 
By W. O. McClure 


THE SoUTH AFRICAN RESERVE BANK 
By M. E. de Kock 


BANK CREDIT DURING THE LAST DECADE 


Wuat ARE BANK Stocks WoRTH? 
By Morris A. Schapiro 


ORGANIZING FOR NEw BusINgess DEVELOPMENT 
By A. E. Bryson .. 


BANKING AND COMMERCIAL LAw 
By John Edson Brady 


FoUNDING A BRITISH EMPIRE BANK 
By Leonard J. Reid 


THE FINANCIAL SITUATION ABROAD 
By Paul Einzig 


INTERNATIONAL BANKING NOTES 


CurRENT CONDITIONS IN CANADA 


A PLEA FoR BETTER INTERNATIONAL UNDERSTANDING 
By Hon. Dwight W. Morrow 


THE CENTENARY OF THE UNION BANK OF SCOTLAND, LTD. 
By Charles F. Freebairn 


WHat THEY Say 


How Banks ARE ADVERTISING aes a ee ae PN eT 


ConveNnTION NEWS .. .. .. «2 ce ce cee A eee 


The Bankers Magazine is on file in banking, reference and public libraries and is indexed every month in the Industrial 
Arts Index. For further references on the above subjects consult The Bankers Magazine 
semi-annual index and the Industrial Arts Index. 


SEE THE PUBLISHER’S PAGE ON PAGE XI 





THE BANKERS MAGAZINE 


MIDLAND BANK 


LIMITED 
c= 


A Complete Banking Service 


The Midland Bank offers exceptional facilities 
for the transaction of banking business of every 
description. It has offices in the Atlantic Liners 
“Aquitania” “Berengaria” “Mauretania” 
and with affiliated banks operates over 2500 
branches in Great Britain and Northern Ireland. 


The offices in Poultry and at 196 Piccadilly are 
specially equipped for the use and convenience of 
American visitors in London. 

— 


Head Office: POULTRY, LONDON, E.C.2 
Overseas Branch: 122 OLD BROAD STREET, LONDON, E.C.2 


GLYN, MILLS & CO. 


(Established 1753.) Registered with unlimited liability 1885. 


incorporating 
Child & Co. — and — Holt & Co. 
(Established before 1600) (Established 1809) 





BANKERS 
Army and Air Force Agents Navy and Prize Agents 


Managing Partners 
LORD WOLVERTON LAURENCE CURRIE LORD HILLINGDON 
General The Hon. Sir H. A. LAWRENCE, G.C.B. 
Brigadier-General A. MAXWELL. C.B., C.M.G., D.S.O. 
ERIC GORE BROWNE, D.S.O. FREDERICK WILLIAM FANE 
MARTIN DRUMMOND VESEY HOLT 
Head Office: 67, LOMBARD STREET, LONDON, E. C. 3 
Childs Branch: |, FLEET STREET, LONDON, E. C. 4 


Holts Branch: 3 & 4, WHITEHALL PLACE, LONDON, S. W. | 
The Bank, which is represented by Agents and Correspondents in all the principal 


Cities and Towns of the United Kingdom and throughout the World, conducts 
every description of Banking business, both British and Foreign. 


Letters of Credit issued. Home and Foreign Credits established. 
Executorships and Trusteeships undertaken. 





The Publisher’s Page 


OUND health, good surroundings, satisfactory salaries, 
vacations, insurance and pensions are all necessary factors 
in creating the morale and spirit of loyal team work which 
makes the modern bank run smoothly. The human equa- 

tion in banking is a vital element in success and the most success- 
fully run modern banks are giving careful thought and spending 
generous sums of money in keeping their staff members mentally 
and physically fit. JouN Wa KER Harrincron, at the request 
of THE BANKERS MaGazine, has made a survey of what some of 
the leading banks are doing along this line and on page 439 of this 
issue he gives the results of his investigations in an article entitled 
“The Bank as an Employer.” 


Wuite there is an undeniable trend away from “unit banking” 
and towards the extension of branch and chain banking JosEPH 
Stace LAWRENCE recognizes certain resistant forces which tend 
to retard the eventual completion of this movement and may even 
reverse the trend. The first of these is the long life of the unit 
banking system which has sent down its roots deep into American 
custom and consciousness. Secondly, there is the hostility of the 
law and the political antagonism to anything which smacks of 
monopoly. Thirdly, the Federal Reserve System gives to its com- 
ponent members advantages which in foreign countries are only 
to be derived from large scale banking. Finally, there is the per- 
ception among bankers themselves that banking, dealing as it does 
with human factors, does not lend itself to the mass production 
methods of Detroit. Dr. Lawrence writes the second of his series 
of articles on this subject on page 447 of this issue. 


THE continuous cultivation of present customers as well as the 
assurance of a steady flow of new business is necessary to the 
normal growth and development of the modern bank. This 
process requires a technique which in some banks has been highly 
developed. One phase of this technique is the keeping of proper 
records on all customers and possible future customers of the bank. 
In this issue on page 453 E. V. Newton, assistant secretary of the 
Cleveland Trust Company, describes the operation of the central 
and new business file of his institution. 


Many banks are paying each year a higher income tax than is 
hecessary through failure to keep proper records of depreciation 
charge-offs. For example, the writing off to expense of such items 
as typewriters, adding machines, check protectors etc. is good 
accounting from the standpoint of conservative banking but the 
income tax examiner will disallow such items as expense unless 


{Continued on page xIv]} 
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[Continued from page x1} 
charged off over a period of years estimated to coincide with the 
life of the equipment under question. R. D. Bonp, in the fifth of 
his articles which appears on page 461 tells how to keep supple- 
mentary records that will assure both sound accounting practice 
and proper income tax credit. 


“Bonps will continue their march towards better levels for more 
than a year after business hits bottom in this slump if history over 
forty-five years of depressions is any guide.” ‘This is the conclusion 
of Paut Wittarp Garrett who gives on page 471 the results of 
a study he has made of the behavior of prices during and after 
former periods of business depression. “With but a normal break 
of good luck,” he writes, “the best prices for bonds will not be seen 
until 1932.” The important bearing that this has on bank invest- 
ment policy is obvious. 

A stupy of the nature of the deposits of a bank is one of the first 
steps to be taken when establishing the secondary reserve. Pav. 
M. ArKrns, engineer-economist of Ames, Emerich & Company, 
Inc., explains the nature of this relationship in his article which 
appears on page 477 of this issue. 

THE operation of a safe deposit department is a legitimate function 
for any banking institution especially in these days when the public 
has been taught to expect every type of financial service under 
one roof. ‘Too often, however, banks enter into the safe deposit 
business without any adequate understanding of the liabilities 
involved or render a safe deposit service on a rental basis which 
makes a reasonable profit an impossibility. On page 481 of this 
issue W. O. McC.Lure, manager of the safe deposit department 
of the Cleveland Trust Company, outlines the factors to be con- 
sidered in the safe deposit business—factors which every bank 
should study before embarking on this type of service. 

SoutH Arrica has a reserve bank which with modifications was 
based upon our Federal Reserve System. In this issue on page 
487, M. H. pe Kock compares the two systems. Dr. de Kock is 
a distinguished South African economist and is now in this country 
studying our Federal Reserve System. 


Durie the past decade investments of banks have been expanding 
more rapidly than loans. In September, 1920, loans aggregated 
approximately 76 per cent. of total earning assets; by the middle 
of 1928 their relative position had declined to 68 per cent. Down M. 
Dairy contributes an article entitled “Bank Credit During the 
Last Decade” on page 497 of this issue. 


THE next issue, November, will contain our usual annual report 
of the convention of the American Bankers Association. A careful 
digest will be made of the proceedings for the benefit of our readers 
who have not the time to read a verbatim report. 
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Editorial Comment 
CRISES — THEIR CAUSES AND CURE 


their subsequent periods of de- 

pression it must be inferred that 
their causes are not well understood. 
Until this economic disease is accu’ 
rately diagnosed an effective remedy 
for it cannot be expected. 

Here are some of the alleged causes 
of panics: over-trading, over-produc- 
tion, speculation, inflation, too little 
credit, lack of confidence. And here 
are some of the remedies commonly 
prescribed: increase credit, increase 
wages, reduce wages, start public 
works, economize in public expenditure, 
restore confidence. 

It will be seen that some of the 
supposed causes of depressions are very 
similar while some of the remedies 
offered are contradictory. This may 
indicate more accurate knowledge of 
the origin of crises than an under- 
standing of how to get rid of their 
effects. But both sides of the problem 
call for further illumination. 

In this age of scientific research 
more attention might well be given to 
a study of this important problem. 
True enough, it is complicated by the 
interplay of the varied characteristics 
of human nature, and is therefore in- 
capable of being brought within the 
exact limits possible in the domain of 
pure science. And yet, with the vast 
advance in knowledge in modern times, 
we should be able to know more than 
we do about the cause of depressions. 
Having this knowledge, we should then 
more confidently seek for the appro- 
priate remedy. 

Should it be discovered that the 
“business cycle” is something as un- 
avoidable as the recurrence of the sea- 
sons, we might at least adjust our 


Fite the frequency of crises and 


economic garments to the changes in 
the economic weather. So long as 
panics and depressions occur, the best 
that can be done by individuals and 
business concerns is so to arrange their 
affairs as to avoid the worst conse- 
quences of these devastating visitations. 
A long time ago it was pointed out 
that the house built upon a rock offered 
greater resistance against storms than 
the one built upon sand. 


IS THE GOLD STANDARD 
ENDANGERED? 


Fes the existing depression, and 


especially for the fall in prices, 


the gold standard is being blamed. 
Those who seek to make out a case 
supporting this view point to the recent 


decline in gold production. They say 
less about how the production of the 
metal took a great spurt a few years 
earlier. 

In 1883 the world’s production of 
gold was 4,746,390 fine ounces; in 
1893, 7,543,747; in 1903, 15,934,268; 
in 1913, 22,306,558; in 1923, 17,802,- 
109; 1929, 20,191,478. From 1880 
to 1893 the world’s output of the 
metal was below 8,000,000 fine ounces 
—a figure not reached until 1894; but 
after that date the production never 
fell below 8,000,000 ounces, rising at 
a fairly steady rate to a maximum of 
22,718,154 fine ounces in 1915. From 
this time forward the annual produc- 
tion of gold has declined gradually to 
as low as 15,467,223 fine ounces in 
1922. Since that date the production 
has increased, rising to 17,802,109 fine 
ounces in 1923, and in each of the 
succeeding years the output has been 
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The New York Stock Exchange. This is the tenth of a new series of etchings by 
Anton Schutz which are appearing in THE BANKERS MAGAZINE in 1930. 
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well above 19,000,000 fine ounces. 
Last year it had reached 20,191,478. 

But their contention does not rest 
alone upon an alleged falling off in 
gold production, but in a “sterilization” 
or “maldistribution” of existing gold 
stocks. The great “sterilizers” of gold 
are France and the United States. 
One European economist of high re- 
pute recently stated that the gold re- 
serves of our Federal Reserve banks 
were 83 per cent., whereas the required 
legal reserve was only 40 per cent. 
He neglected to point out that these 
reserves also protected the liabilities 
of the member banks. So competent 
an authority as George E. Roberts has 
pointed out that if we take the Govern- 
ment’s reserve against gold certificates, 
“together with those for the reserves of 
the banking system, and reckon them 
against all of the credit currency and 
bank deposits of the country, the re- 
serve percentage over the last two years 
has been not 75 per cent., but between 
6 and 7 per cent.” 

With the vast expansion of credit 


in this country preceding the collapse 
in the stock market in the autumn of 
1929, it can hardly be said that our 
gold stock was being sterilized, although 
there probably was a misapplication of 


the credit based upon it. Furthermore, 
having made some $15,000,000,000 in 
foreign loans, it can hardly be said that 
our gold stock was entirely unused. 
Foreign loans may not be made in the 
form of gold, but they put the lending 
nation in a position where calls for 
gold may be made for export, and there 
have been frequent instances of bor- 
rowing countries “ear-marking” gold 
in New York. 

_ Gold has come sto the United States 
In recent years partly on account of 
currency inflation in other countries, 
partly because business has been pros- 
perous until quite lately. One reason 
why gold has crossed the channel from 
England to France in large volume has 
been because business was more active 
in the latter country. 

_ The theory that gold will be “ster- 
ilized” when there is a real demand for 


its use is one not yet established. Re- 
viving business in any country will 
attract gold accordingly as it can be 
safely and profitably employed. 

That the price decline has been 
caused by a gold shortage is asserted 
but not proved. The most effective 
use of gold as a support of credit comes 
from the stocks of the metal held by 
the central banks, and all the leading 
central banks have largely increased 
their gold holdings in recent years. 

But whatever may be the facts in 
the case, times like the present are al- 
most certain to witness the birth of 
unsound money schemes, and it will 
be a matter for surprise if the gold 
standard is not subjected to serious 
attacks such as we witnessed in this 
country in 1896 and subsequently. 


NO LACK OF CREDIT 


HE fall in prices and the stagna- 
tion in industry and trade are 
ascribed in some quarters to lack 
of credit. Surely, prior to the collapse 
of last year there had been an enor- 
mous expansion of credit in this coun- 
try. If this great volume of credit 
was misdirected into the channels of 
speculation it was because people 
thought they could make greater and 
quicker profits by speculating in stocks 
than in the ordinary course of busi- 
ness enterprise. They have been dis- 
illusioned. Whether the lesson will be 
of lasting benefit may be doubted. 

For a long time there has been 
serious depression in the cotton manu- 
facturing industry in England. Has it 
been due to a lack of credit? Ask 
the banks that have made advances to 
this industry. They have gone to the 
limits of prudence in their endeavors to 
arrest the decline in this important 
branch of manufacturing, but their 
efforts have been ineffective. Something 
more than credit was needed. In a 
report published only a short time ago 
a select committee appointed to in- 
vestigate the cotton manufacturing in- 
dustry, after indicating changes essential 
to the restoration of profitable opera- 
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tion, declared that once these changes 
were decided on the banks stood ready 
to extend the required financial aid. 

It is a financial commonplace that 
credit derives its profit from employ- 
ment and not from idleness. If idle it 
is because of the lack of safe and 
profitable demand, or through fear of 
loss. 

At present there is hardly any real 
lack of credit, as the low discount 
rates witness. It is said, however, 
that while credit is cheap it is not 
abundant. This may be interpreted as 
meaning that there is a hesitation to 
extend credit, on account of “lack of 
confidence.” How this lack is to be 
supplied is something about which 
there is disagreement. It is not enough 
to shout “prosperity” and to declare 
that “fundamental conditions” are sound. 
Something more definite is needed. The 
basis for a restoration of confidence 
was admirably stated in the review 
of Germany's Economic Development 
for the First Half of the Year 1930, 
published by the Reichs-Kredit-Gesell- 


schaft-Aktiengesellschaft, Berlin: 


“Confidence cannot be generated 
artificially. It depends on the deter- 
mination and the ability of the bor- 
rower under any circumstances to meet 
his obligations, and is therefore de- 
cidedly influenced by evidence that 
business is being conducted on a stable 
and constructive basis, and prepara- 
tions have been made against unex- 
pected emergencies. Nothing contrib- 
utes so much toward improving con- 
fidence as the adoption of sound fiscal 
policies, combined with conservative 
management of private finances. The 
ability to meet changing conditions, and 
to increase competitive efficiency by 
lowering costs, are also desirable.” 


INTERNATIONAL PRICE 
RELATIONS 


N interesting examination of this 
Az may be found in an 
article by Professor Bertil Ohlin, 
published in the Index, issued by the 


Svenska Handelsbanken of Stockholm. 


In the introduction to this study, Pro- 
fessor Ohlin says: 


“During the last decade the inter 
relation between the price levels of 
different countries has been discussed 
almost exclusively from the angle of 
the purchasing power parity theory. 
This theory, it will be remembered, 
assumes that, under a paper standard, 
the foreign exchange rates tend to vary 
in the same way as the ratio of the 
general price levels. If the price level 
of a country rises to double its former 
height, while that of another country 
remains unaltered, the exchange rate 
vis-a-vis the latter country should rise 
to twice its previous level. If the 
exchange rate deviates from this level, 
it is termed an ‘abnormal deviation’ of 
a more or less temporary nature. In 
other words, the purchasing power 
parity theory assumes that, if the ex- 
change rates are stabilized, the rela: 
tion between the price levels must also 
be fixed. Under a gold standard re- 
gime, therefore, the problem of changes 
in the international price _ relations 
would not exist. 

“It is self-evident that this hypoth: 
esis is not in accordance with facts. 
The price levels are at a very different 
height in different countries, higher, 
for instance, in the United States than 
in England. The conditions that cause 
such a discrepancy in prices are not 
constant, but, like everything else in 
the economic life of a country, -they 
are subject to change. It follows, then, 
that the relation between the price 
levels in England, the United States 
and elsewhere is also bound to vary.” 


Assuming an index number of 100 
in 1913, Professor Ohlin _ illustrates 
the variation of price levels in 1929 as 
follows: 


South Africa 
Chile 


Professor Ohlin thinks that statistics 
are unfortunately inadequate for illus 
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trating the effect that a change in 
the conditions of production has on 
the international price relations. He 
thus concludes his interesting study: 


“No further evidence is needed to 
show that, in many cases, changes in 
the international price relations arise 
as a result of so many co-operating 
and counteracting factors that it is 
impossible exactly to gauge the degree 
of influence exercised by each _ indi- 
vidually. This is especially true if 
we follow the trend of prices for a 
long sequence of years. It may never- 
theless be worth while quoting some 
figures to show how different this trend 
can be in different countries. 

“According to Professor Mitchell’s 
calculations, the price level in the 
U. S. A.—taking the years 1890-92 as 
a basis of calculation—rose to 120 in 
1910, whereas an index number for 
precisely the same commodities in Eng- 
land stopped at 112. 

“If we take 1867-77 as the basis 
period, the available index numbcrs 
for the countries mentioned below work 
out as follows: 


Wholesale prices in 1909. 
(1867-77 = 100) 

Sweden 

Germany 

Austria-Hungary 

England 

Canada 

Australia 


“Further, it may be noted that from 
1890-1909 wholesale prices in Den- 
mark went up 6 per cent., in Russia 
22 per cent., in Japan 44 per cent. In 
India from 1899 to 1900 they went up 
43 per cent. 

“These index numbers leave, it is 
true, very much to be desired in the 
matter of reliability and comparability; 
yet it can hardly be denied that they 
afford such clear evidence of interna- 
tional differences in the trend of prices 


that no one can doubt their existence 
and extent. 


“All this is, as already pointed out, 
a matter of immense importance in 
connection with the problem of stabi- 
lizing the value of gold. The pur 
chasing power of gold differs widely 
in different parts of the world and 
the variations in its purchasing power 
do not keep the same pace. Compare, 
for instance, the development in 
Austria-Hungary with that in New 
Zealand. Which is the gold value that 
is to be stabilized? How shall we 
find an adequate expression for the 
value of gold to be applicable through- 
out the world? 

“These and other questions demand 
an answer before a rationalization of 
the world’s monetary system is prac- 
ticable, and the answer to them can 
cnly be found after a careful study 
of the nature of international price 
relations.” 


THE COURSE OF PRICES 


Sine interesting facts relating to 


the course of prices are brought 

out in a memorandum on produc: 
tion and trade during the period from 
1923 to 1929, the memorandum having 
been compiled by the Economic and 
Financial Section of the League of 
Nations. From this memorandum it 
appears that the world’s population was 
10 per cent. greater in 1928 than in 
1913 and 2 per cent. above that of 
1926. But the production of food and 
raw materials was increasing at a 
greater rate than the population. In 
1928 it was some 25 per cent. greater 
than before the World War and about 
8 per cent. above that of 1926. The 
disproportion between the _ respective 
rates of increase in population and 
in manufacturing was even greater 
than in the case of food and raw 
materials. 

In the opinion of the London Times 
this offers a natural explanation of the 
fall in prices of commodities; there has 
been an increased supply. But this 
explanation may be subject to some 
qualification. It is important to know, 
in this connection, whether the con- 
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suming power of a given number of 
the population has remained constant 
during the period under consideration. 
That it has not done so in several 
countries is obvious. Both in England 
and in the United States the standard 
of living has advanced in that time, and 
in some other countries also. 

Commenting on the price decline, 
the London journal says: 


“In terms of real wealth the world 
is better off than it was during the 
war and early post-war years, when 
prices were high, because commodities 
were scarce. Short-sighted producers 
were doubtless happier in the period 
of scarcity and high prices. That the 
abnormal experiences of the war caused 
them to lose their proper perspective 
is obvious from the many efforts—all 
of which have proved to be in vain— 
to curtail production in order to check 
the fall in prices, and if possible bring 
about a rise. It is true prices have 


fallen from an index number of 320 
in April, 1920, to 113, but they had 


risen from 100 in 1913. War created 
the scarcity and resultant high prices, 
but if there had been no war the 1913 
trend of prices might have been con- 
tinued and brought prices slowly up 
to their present level. A normal sur- 
vey of prices would omit the war 
period. No doubt the process of re- 
adjusting costs to a lower level of 
prices is difficult, and partly explains 
why a large part of the fall in whole- 
sale prices has not yet reached the 
consumer. To the extent that it has 
not been, passed on to the consumer 
the fall in wholesale prices is largely 
meaningless, since it has been ineffectual 
in stimulating consumption. 

“As the primary cause of the fall in 
prices is a greater abundance of com- 
modities, there is no reason why the 
community generally should view the 
decline pessimistically. Producers have 
the difficult task of reducing costs to 
the new level of prices, but they were 
obviously running a grave risk in as- 
suming that the exceptional rise in 
prices would be maintained. They 


would be unwise to assume that they 
will recover to the old levels.” 


About the terrible decline in prices 
which producers are lamenting con- 
sumers seem to know but little. Wool 
and cotton have slumped, but articles 
made of woollen or cotton cloth have 
greatly increased in price; wheat has 
gone down, but the price of bread has 
gone up. The comparison might be 
carried further with similar results. 

Admitting the inconveniences fol- 
lowing a sudden and sharp decline in 
prices, a steady reduction in prices 
due to improved means of production 
and distribution ought to be a reason- 
able expectation, providing the propor- 
tion between “consumers” and “pro- 
ducers” does not materially change. 
Lower prices brought about in this 
way need not mean lessened profits. 
More economical production and ex- 
change would seem to be a laudable 
aim, particularly if the benefits could 
be fairly apportioned. 


BANKERS AS INDUSTRIAL 
COUNSELLORS 


IMES like the present give rise 
to various suggestions for provid- 


ing means of extrication from ex: 
isting economic difficulties and to pre- 
vent their recurrence.in the future. 
One of these proposals evidently re- 
gards the banker as a being possessed 
of that extraordinary degree of wisdom 
that would enable him to steer pro 
duction and trade safely through the 
shoals and eddies, providing he had a 
free hand at the helm. Implicit in this 
idea is the supposition that bankers 
know more about business of all kinds 
than does anyone else; that is, they 
could be more relied on_ successfully 
to manage any kind of enterprise than 
individuals of lifelong experience in 
that particular line of production or 
trade. 

To say that this notion is erroneous 
is not to underrate the value of sound 
banking advice in the conduct of en 
terprise. On the financial side such 
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counsel is generally indispensable. 
There are, manifestly, many other 
problems arising in the course of busi- 
ness in whose solution the banker may 
well take part. But there are, just as 
obviously, many details of manufac- 
turing and exchange which are outside 
the banker’s range of experience. 

That bankers are skeptical of their 
ability to manage outside business en- 
terprises appears from the fact that 
when such a duty is thrust upon them 
as trustees or as the recipients of a 
store or factory as a result of a bad 
loan, they rid themselves of the re- 
sponsibility with as little delay as pos- 
sible. 


REDISTRIBUTING WEALTH 


being extended far beyond the 

simple ideal of Thomas Jefferson, 
who thought that country best governed 
that was least governed. It would 
be extremely difficult to find anybody 
who holds such a belief today. The 
idea that government should now do 
many things that were not long since 
regarded as outside its proper scope 
is one that is being looked on favor- 
ably from unexpected sources. In the 
Monthly Review, published by Lloyds 
Bank, Limited, of London, appears an 
interesting article on “Reaction of 
Taxation upon Unemployment,” by W. 
A. Appleton, C. B. E. Some quota- 
tions from this article are given below: 


ic functions of government are 


“At first sight, it may seem extrava- 
gant to suggest that in Great Britain, 
taxation is tyrannously imposed or col- 
lected, because all taxation is imposed 
by Parliament, or by Parliamentary 
authority; and Parliament is supposed 
to represent the will of the people. 
Tyranny, however, can exist apart from 
force of arms, and any parliamentary 
party basing its schemes of taxation 
upon the theory that accumulations of 
wealth are immoral, and that arbitrary 
tedistributions are expressions of social 
Justice, may act with that rigour and 
severity which, because it steals from 


effort and destroys initiative, may 
truly be described as tyrannous. Par- 
liaments, too, most frequently represent 
the electoral rather than the intellectual 
powers of peoples, and where the puni- 
tive theory of taxation finds ready ex- 
pounders, and the desire to continue 
in Parliament is strong, the value of 
taxation to the people who are im- 
posing it, rather than its effect upon 
the people who are suffering under it, 
is the paramount consideration. . . . 

“There is an idea, prevalent in Par- 
liament and amongst writers and 
speakers, as well as amongst the masses, 
that capital abstracted by taxation and 
distributed in the palliation of the evils 
of unemployment, benefits production. 
Only in part, sometimes in a very 
small part, is this true. Much of the 
capital so distributed is, of necessity, 
expended upon the purchase of im- 
ported foodstuffs or in the production 
of things which, though useful, may be 
superfluous; some is spent on amuse- 
ments; and some may be saved, but 
for consumptive rather than reproduc: 
tive purposes. And wherever capital 
consumed is unreplaced, employment 
will be prejudiced. 

“This becomes obvious when it is 
understood that production and trade 
are limited by the amount of capital 
available; and that the higher the cost 
of labor, of commodities, of services, 
or of taxes, the greater will be the 
capital and effort required to finance 
and sustain production. It is notorious 
that if for any cause the direct or 
indirect costs of production rise, accu- 
mulations of capital must increase pro- 
portionately, or production and trade 
is checked and unemployment follows. 

“Each day’s experience demonstrates 
the accuracy of the conclusion that 
taxation, such as is imposed on Great 
Britain, reacts to the prejudice of in- 
dustry and employment, while the in- 
creased taxation adumbrated in various 
political proposals must force existing 
strains to breaking point. Unpleasant 
as the word economy is, it must be 
practised if financial catastrophe and 
deplorable destitution is to be avoided. 
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“Taxation has its recognized uses, 
and amongst these may be wisely ad- 
ministered redistributions of wealth. 
When taxation extinguishes capital, 
limits industrial production, disheartens 
enterprise, and exploits credit to the 
point of collapse, it is time, particularly 
in the interests of the industrial pro- 
ducer, to call halt, and to make the 
call with the peremptoriness of the drill 
sergeant.” 


There is one sentence in the final 
paragraph of the above quotations 
which will bear examination. It is 
this: 


“Taxation has its recognized uses, 
and amongst these may be wisely ad- 
ministered redistributions of wealth.” 


The tendency of legislative bodies to 
consider taxation from its value to 
the people who are imposing it, rather 
than from its effect upon the people 
who are suffering under it, referred to 
above, is so general that “wisely ad- 
ministered redistributions of wealth” by 
means of taxation are hardly to be 
looked for. It can scarcely be said that 
the attempts of England in this com- 
paratively new function of government 
have been particularly happy. The 
fault perhaps is not in the lack of wis- 
dom in administration, but in the mis- 
taken belief that any govenment can 
redistribute wealth in a manner bene- 
ficial to human society. Probably no 
wiser use of wealth can be made than 
its employment in creating more wealth. 
This insures to the community the 
largest amount of wealth, and the alert, 
industrious individual cannot be de- 
prived of his proper share of it. Doubt 
may be entertained of the maximum 
amount of good flowing from the 
enormous diversion of wealth into 
philanthropic channels. A large share 
of the capital so diverted is used 
wastefully, while no small part of it 
goes to the coddling of institutions 
that might be left to make their own 
way or to disappear altogether. 

Here in the United States, govern- 


ment has not shown such _ brilliant 
success in what was once considered its 
primary function—the protection of 
life and property-—as to warrant its 
extension into such a hazardous under 
taking as the redistribution of wealth. 
Taking wealth from one class made up 
of those who have shown most skill 
in its accumulation may be an admi- 
rable means of securing votes for the 
party making the distribution, but 
whether the supposed beneficiaries are 
really helped may well be doubted. 
They would probably be better off if 
these accumulations were employed in 
adding to the general stock of wealth, 
leaving to the individual to exert him 
self in getting his proper share, in 
stead of having it handed to him by 
a benevolent government. 

The redistribution of wealth by 
means of taxation may be an excellent 
method of winning votes. Have we 
any warrant for concluding that its 
benefits are correspondingly great in 
securing a wide distribution of pros 
perity? 


THE PERTURBED WORLD 


PENING the Lambeth Confer 
() ence at London some _ weeks 

since, the Archbishop of Can’ 
terbury said: 


“Brothers, the world of our genera’ 
tion is still bewildered and_ restless. 
The wounds of war are not yet healed. 
New difficulties and perplexities—n 
dustrial, social, political—beset almost 
every nation.” 


Some two thousand years earlier, the 
Chinese sage Confucius styled his era 
the age of confusion. Were he living 
now, and regarding conditions in his 
own country and throughout the world, 
he would have to employ a stronger 
expression to characterize the existing 
unrest. 

Visitors to Europe during the last 
summer, and who have been, making 
annual trips to that part of the world 
in recent years, report the existence 
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of suspicion, hatred and fear among 
several of the nations to a greater de- 
gree than in any year since the end 
of the World War. No _ doubt, 
economic disturbances are largely re- 
sponsible for this state of mind. As 
the Archbishop of Canterbury well 
said, “The wounds of war are not yet 
healed.” Probably few now living 
will see them healed. 

More disquieting than all is the 
fear widely held in Europe that an- 
other great war is bound to happen at 
no distant day. 

But, on the other hand, some signifi- 
cant movements may be noted making 
for peace. We are apt to overlook 
these important developments, and it 
may serve a useful purpose in calming 
public fear to call them to mind. 

In the first place, there is the Briand- 
Kellogg Pact renouncing war as an 
instrument of national policy. True 


enough, this agreement has not yet 
been “implemented,” as the diplomats 
say, which in plainer phrase means 
that no method of making this solemn 


declaration effective has as yet been 
discovered. But to believe that it will 
be treated generally with contempt is 
to ascribe to the nations of the world 
a greater amount of hypocrisy than 
they are guilty of in their relations 
with each other. Then there is the 
Naval Conference at London. It did 
not accomplish all its hopes, but did 
result in a closer accord between Eng- 
land, Japan and the United States— 
no insignificant gain in the cause of 
peace. Even France and Italy, al- 
though failing to reach an accord at 
London, are now engaged in reconcil- 
ing their differences through the ordi- 
nary processes of diplomacy. The League 
of Nations, admittedly not yet a per- 
fect instrument of international rela- 
tions, is still functioning as a_har- 
monizing factor. Another movement, 
that of M. Briand for a United Europe, 
probably calls for more serious atten- 
tion than it has yet received. Whether 
its aims are completely realized or not, 
it may mark the beginning of less 
economic and political friction among 
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the various nations on the Continent 
of Europe. 

Against this peaceful picture one 
may contrast economic and _ political 
disturbances of almost world-wide 
scope. But the Lamentations of the 
Prophet Jeremiah, the pessimism of 
Confucius, show that this condition is 
not peculiar to our times. “Hamlet” 
deplored the destiny that gave him 
birth to restore harmony to a disjointed 
world. The job of setting the world 
right is of less real concern to most of 
us than keeping our own ship on an 
even keel. 


WALKER FAVORS NATION- 
WIDE BRANCH BANKING 


ually ration-wide in extent, is 
favored by Elisha Walker, chair- 
man of Transamerica Corporation, as 
a remedial measure called for by the 
5000 bank failures occurring in the 
United States between 1920 and 1929. 
Mr. Walker concurs with John W. 
Pole, Comptroller of the Currency, 
and Edmund Platt, former  vice- 
governor of the Federal Reserve Board, 
in the belief that the extension of 
branch banking facilities will tend to 
decentralize rather than centralize 
credit. “This extension of branches,” 
he states, “could further the creation 
of banks in the interior of the country 
and in the West and South big enough 
to handle some—perhaps a considerable 
portion—of the business that now in- 
evitably gravitates to New York.” 
The following responses were made 
by Mr. Walker to inquiries in relation 
to branch banking extension: 


Beran branch banking, event- 


QuEsTION: “How, in general, do you ap- 
praise the effectiveness of the American 
banking system in meeting the country’s 
financial requirements?” 

ANSWER: “Speaking broadly, I fear it 
must be admitted that our financial ma- 
chinery by and large, has failed the 
farmer to a considerable degree. As an 
urban resident, I regret to be forced to 
the conclusion that our banks have served 
their rural patrons less well than their 
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city customers. But I do not see how to 
avoid that judgment. Calculations made 
by Mr. Pole, the Comptroller of Currency, 
show that in the nine years following the 
middle of 1920, about 5000 domestic banks 
closed their doors. That is not an enviable 
record and a particularly distressing feature 
of it is that failures were more frequent at 
the end of the period than at the beginning 
of it. If my recollection is correct, in more 
than one-fourth of our states more than a 
quarter of all the banks in existence in 
1920 have failed. In several parts of the 
country, more than half the banks existing 
ten years ago have failed. In a number of 
counties, every bank has succumbed. 

“A distressing feature of that calculation 
lies in the geographical location of those 
failures. More than 90 per cent. of them 
were in towns of less than 10,000 popula- 
tion and more than 60 per cent. in com- 
munities of less than 1000; nearly half 
were in villages with a population below 
500. 

“During all that period and among all 
those 5000 failures, there was not a single 
crash among metropolitan banks having a 
capital of more than $2,000,000. So I 
say that our banking mechanism has been 
relatively successful—or at least solvent— 
in our cities. Comparatively, it has failed 
in the hamlets and at the crossroads.” 


Question: “Unfortunate as it is that 


5000 banks should fail during ten years, 
is a degree of comfort to be found in the 
fact that many of them were such small 
village institutions as to reduce the aggre- 
gate loss represented by the whole of them?” 


ANSWER: “That would be comforting, if 
true. But more than seven and a quarter 
millions of depositors, the Comptroller of 
the Currency estimates, contributed ap- 
proximately $1,750,000,000 of deposits to 
those failed banks. More than that, those 
failures caused the forced liquidation of 
approximately two billion dollars of loans— 
chiefly in the hands of small borrowers. 
Those figures are bad enough. But if you 
translate them into the individual grief, 
the vanished savings, the wrecked businesses, 
the impoverished homes, the lost confidence, 
and everything else they represent, the 
picture is one that no man cares to con- 
template. And yet, the importance of 
that situation is so great to the country 
as a whole and especially to its smaller 
towns that anyone who, in the least degree, 
can help to rectify it should feel obliged 
to give it the closest attention.” 
Question: “In what direction do you think 
the remedy lies?” 

ANSWER: “No man should speak too con- 
fidently about a problem of that size and 
intricacy. But I have no _ hesitancy in 
identifying one remedial factor which is an 
important—possibly even a_ controlling— 


factor. I would permit the banks of larger 
communities to locate branches in such 
communities as wished that service and 
would support it. A single unit bank must 
face the fact that in time of stress, its 
‘independence’ may prove to be its greatest 
handicap. It may or may not receive 
assistance from neighboring banks or met- 
ropolitan correspondents. It may find itself 
isolated. The fact of those thousands of 
suspensions among rural banks while no 
metropolitan institutions failed, or the 
record of hundreds of failures in our 
agricultural states while no failures, or 
relatively few, were occurring among the 
Canadian branch systems, tells its own 
convincing story and points its own per 
suasive moral.” 

QugEsTION: “Over what area would you 
permit a bank to establish branches?” 
ANSWER: “In numerous localities now, 
city-wide branch systems are authorized. 
In other areas, the city and adjacent terri- 
tory constitute the permissible limits. In 
a number of states, branches may be estab- 
lished throughout the state. There is dis- 
cussion of sanctioning branches in ‘economic 
areas’ or within Federal Reserve districts. 
The Comptroller of the Currency powerfully 
states the case for the sanctioning of branch 
operations within ‘metropolitan trade areas.’ 
I see no reason why, eventually, banks in 
this country should not possess the same 
freedom as Canadian banks. In the long 
run, I believe that we shall see nation: 
wide branch banking systems authorized and 
that our feeling toward them will be no 
less friendly in principle than that now held 
by the people of the Dominion for the 
banking systems presently in operation 
there.” ; 
Question: “Do you fear the creation of 
any monopoly of credit if banks are al 
lowed to establish country-wide branch 
systems?™ 

ANsSwER: “I do not. On the contrary, 
men who have given close and expert 
consideration to the situation—Former Vice’ 
Governor Edmund Platt of the Federal 
Reserve Board, to cite a single example— 
are inclined to agree with the Comptroller 
of the Currency that branch banking, at 
least within ‘trade areas,” would decentralize 
credit as compared with our present system. 
This development of branches could 
further the creation of banks in the in 
terior of the country and in the West and 
South big enough to handle some—perhaps 
a considerable portion—of the business that 
now inevitably gravitates into New York. 
In any event, our Canadian neighbors do 
not appear to be monopolistically oppressed. 
Judging by availability of credit, rates of 
interest, safety of deposits or ready exten 
sion of credit facilities, I believe they may 
well court comparison with us.” 





The Bank as an Employer 


How Large Banking Institutions Are Caring for Their Employes’ 
Health and Aiding Them in Acquiring Education 
and Financial Independence 


By JoHN WALKER HarRRINGTON 


AKING cashiers spray their sore 
M throats and fair stenographers 

divorce their tonsils is just a 
small detail in personnel direction with 
the large banks and trust companies. 

If soldiers in an army are told to do 
such things, they obey orders as in the 
line of duty. Financial institutions of 
this Merger Age are like vast military 
organizations. There are fully a score 
which, with their branch offices, can 
marshal a force of from four to five 
thousand men and women each. A pay 
roll of a thousand is not unusual. Even 
banks which may have a hundred em- 
ployes or less, however, are imbued with 
the same principle as are those which 
have veritable regiments and corps under 
their control. In all human society, in 
fact, the well being of the individual is 
essential not only on his own account, 
but for the effect his status will have on 
his fellows. In a bank, however, efh- 
ciency inevitably depends on the main- 


A gymnasium class for girls at the National City Bank. 


taining of a morale. Those who serve 
there must be sound in body, alert in 
mind and confident in spirit. 

That much misused and now nearly 
obsolete expression “welfare work” does 
not apply to what banks do to keep 
their employes on their mental toes. 
They avoid paternalism and its twin, 
philanthropy. Sound health, good sur- 
roundings, satisfactory salaries, bonuses, 
vacations, insurance, pensions are all in- 
cluded in that characteristically twentieth 
century expression, “personnel manage- 
ment.” 

Behind the grilles in large banks, one 
sees well set up, personable employes. 
This is not due to “window dressing” 
either, for the general standard of ap- 
pearance 1s higher than it was a few 
years ago. Bank clerks were once pic- 
tured as lank, stoop shouldered and dys- 
peptic, a good deal near sighted and 
sparsely thatched. There was a basis 
for this rather overdrawn sketching. A 


Instruction also includes 


tap dancing and basketball. 
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The country house maintained by.the Guaranty Trust Company at Patterson, N. Y. 
Here are sent employes who are ill_or in a delicate state of health to recuperate at 
the company’s expense. 


thorough survey by a distinguished spe- 
cialist, Dr. S. Adolphus Knopf, revealed 
that some workers in Wall Street 
twenty-five years ago were tubercular 
because their office space was poorly ven- 
tilated. 

Medical men connected with the per- 
sonnel departments of the. large banks 
have robbed the white plague of its ter- 
rors. They see to it that ventilation is 
ample, that employes are not exposed 

drafts and, what is of the greatest 
importance, that all who contract colds, 
get immediate treatment. The doctor ‘or 
nurse on duty in a large city bank*is 
a benevolent despot. Officials and em? 
ployes of all grades in many institutions 
are obliged to report themselves;if they 
have a suspicious sniffle. 
the nurse’s quarters to have their throats 
sprayed or to be otherwize 
little attention like that in time will keep 
the sufferer from contracting something 
worse and losing much time. It is a 
protection for all who work in the same 
room. 


PHYSICAL EXAMINATION REQUIRED 


Before any one can be employed 
the larger banks and trust companies, 


treated. Aj. 


he or she must have a complete physical 
examination. As no human body may 
be considered absolutely perfect, minor 
defects are not held grounds for debar- 
ment, but employment is conditional on 
their being corrected. Bad teeth must 
be extracted or filled, deficient eyesight 
remedied by treatment or the use of 
properly ground glasses. After a few 
months the doctor or nurse is on the 
trail of the employe and if nothing has 
been done trouble ensues. 

. In a large bank not.many miles from 
*Brdadway, New Yorks sanigfattractive 
“young girl was empléyed™ She had abil- 
ity, * but, bach? ‘widelicate con-titution, 
apparently, that she was out on sick 
eave a ldtge-part of the time. One day 


Up they go toe* she?was summoned into the office of the 


* nurse and confronted with her record. 

“Miss Blank,” said the determined 
woman in white, “you are going to have 
your tonsils removed.” 

“IT cannot afford it,” was 
“and, bésides, I’m afraid the 
be bad for. me.” 

You,will have to do so, all the same, 
if you-desire to continue in the employ 
of this organization. Because of your 
diseased tonsils you are constantly get 
ting colds which you spread to others. 


the reply, 
shock will 
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You lose so much time that your su- 
periors cannot depend on you, and 
therefore cannot promote you, much as 
they may be disposed to do so.” 

Miss Tonsilitis saw a great light. The 
operation was performed by a surgeon 
recommended by. the. personnel depart- 
ment and for a moderate fee, which the 
young woman paid in instalments. Her 
health improved at once, she received 
several advances in salary within a few 
months, and now occupies an important 
position. 

Although such a course as that de- 
scribed above may seem rather drastic, 
the medical division of this company is 
no respecter of persons. The highest off- 
cials are likely to be summoned to the 
infirmary in an upper story, for treat- 
ment. If they do not come of their own 
account, they are likely to be pursued 
into their intimate lairs and even hauled 
out of conferences. All in the organiza- 
tion, regardless of rank, are required to 
go for treatment if they have received 
a cut, as from glass or a paper knife. 
The wound is dreszed and sterilized at 
once.-Many serious cases of blood poison- 
ing, some fatal, have resulted from the 
neglect of minor injuries. First aid 
facilities are at hand in case of accident. 


KEEPING DOWN ABSENCE 


The medical expert of the personnel 
department and his amiable fellow con- 
spirator, the nurse, are charged with 


keeping down absences from_ illness. 
They are apostles of prevention. Any 
one who feels even slightly out of sorts 
must leave his post and report at once 
to the infirmary. By that method seri- 
ous maladies are often averted. A spe- 
cial rest room is provided for women 
employes where they may lie down for 
an hour or so, and perhaps avoid being 
absent from duty for days. 

If an employe is away for two or three 
days for physical reasons he or she is 
visited by the physician or nurse at 
home. This is not done in any spirit 
of checking up or keeping tabs, but for 
the purpose of seeing what is best to be 
done. It may ‘be necessary to transfer 
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the patient to a hospital for special treat- 
ment or an operation. If the employe 
is short of funds, or needs a change of 
scene, the department arranges for such 
assistance. The salary is, of course, con- 
tinued during the period of illness. 

To build up reserves against incapaci- 
tating ills is a more important part of 
the duties of the medical division of per- 
sonnel. Regular physical examinations 
are required and pressure is being 
brought always on those who may have 
troublesome symptoms, so they will rem- 
edy things before it is too late. In the 
large financial institutions, however, this 
follow-up system is not obtrusive. No 


The medical department in the Na- 
tional City Bank of New York. 


one is pestered, and the subject is most 
tactfully presented. In some of the 
large life insurance companies, the em- 
ployes are rather fed up by persistent 
supervision, but a little excess of zeal 
might be expected there for professional 
reasons. It is so evident, however, in 
the case of the banks, that the intent is 
to keep the employe in the pink of con- 
dition for his own sake—and promotion 
lies in the direction of good health which 
waits on clear brains and untiring ener- 
gies. Every employe is considered as 
being in training for spurts of intensive 
effort, as, for instance, some crisis, such 
as a Wall Street slump, which might 
require all hands to work twenty-four 
hours on a stretch. 
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In all personnel departments, the med- 
ical expert recognizes the value of good 
food and favorable conditions for its 
digestion. Many banks provide luncheon 
free to all employes; others do not serve 
any meals on the premises whatever. An 
effort is made always to give abundant 
time for luncheon to all. 


THE LUNCHEON QUESTION 


There are two schools of thought on 
this matter of midday  victualing. 
Whether or not to have it in the bank 
is a question which depends for answer 
on circumstances. It hangs upon the 
attitude of the employes themzelves and 
the ability of the chef who presides over 
the bank kitchen. He may be a culinary 
asset or a painful liability. Some em- 
ployes prefer to go out for luncheon; 
others are delighted with the intramural 
meals. What one bank does about the 
matter or does not do, does not furnish 
a principle to guide any other institu- 
tion. The National City Bank of New 
York had a luncheon club for its em- 
ployes for many years, but abandoned 
it entirely in 1919 because it was evi- 
dent that many of them really preferred 
to find their own noon repasts and to 


Banquet of the public speaking group of the Chase National Bank Club. 
carries on a program of forensic and debating activities each year. 
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get a change of scene, or meet friends 
and acquaintances. The bank, however, 
still maintains a restaurant for its execu- 
tives only. The Bank of Manhattan 
Trust Company, of New York, once 
served luncheons, but is not doing so in 
the stately structure it has reared on its 
old site in Wall Street. The reason for 
that is that its space in the building is 
considered too valuable for eating pur- 
poses. The employes receive a special al- 
lowance for luncheon, in addition to their 
salaries. The Guaranty Trust Company 
of New York, with its five thousand 
employes, serves luncheons for all in 
its main offices. A special dining room 
for officers is provided. The staff em- 
ployes go to their luncheon in the build: 
ing in regular relays. Tickets are issued 
which are presented in lieu of cash. The 
plan works very well, as there is a stag- 
ger system which always insures the 
desks and counters being well serviced 
during the noonday recess. The Chase 
National Bank of New York, having 
absorbed the Equitable Trust, the Na- 
tional Park and other institutions. has 
kept up the policy of serving luncheon 
to employes gratis, which was observed 
by some of the units. Space in the Wall 
Street district being so valuable, its main 


This 


group 
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Employes’ club room at the Franklin Savings Bank, New York. 


restaurant for its general workers and 
clerical forces is situated in a large build- 
ing at 32-42 Trinity place. It devotes 
three floors of that building, with seats 
and tables for 1500 persons, to the com- 
missary. Fully 3000 meals are served 
there every week-day, as the personnel 
takes its nooning in sections. A restau- 
rant is also maintained on a large scale 
at the former head office of the Equi- 
table Trust Company at 11 Broad street. 

The Chemical Bank & Trust Company, 
New York, which some years ago estab- 
lished an elaborate luncheon service for 
employes, abandoned it after it moved 
to its new quarters at 165 Broadway. It 
was found that the room occupied for 
such service in the head office was too 
costly for ministering to the inner man. 
As the personnel department did not 
look with favor on hiring restaurant 
space in another building, it was decided 
to discontinue the arrangement for meals. 
It may be noted that the Irving Trust 
Company of New York, after a thor- 
ough study of the situation, decided 
against having a restaurant for its em- 
ployes in the fine main office which it 
has reared at 1 Wall Street. 


SOCIAL CLUBS 


Some banks, although they do not 


provide restaurant service for their 
force, maintain social clubs. The Na- 


tional City has a well equipped one 


which looks after varied activities. One 
of the most complete institutions of this 
kind is in the top story of the Franklin 
Savings Bank at Eighth avenue and 42d 
street, New York City. The Liberty 
Bank, of Buffalo, which several years 
ago built as its headquarters one of the 
tallest skyscrapers in Western New York 
State, has club rooms for both its men 
and women employes. Each has its com- 
fortable lounging room, and adjacent are 
ample lockers in which the members may 
place their evening clothes or other arti- 
cles, so they may dress there for the 
theater or for parties. Bathrooms and 
showers are provided, and also gymna- 
siums. Men employes have a few rooms 
there in which they may spend the night 
if their duties at the bank should detain 
them until a late hour. 

In many cities the personnel depart- 
ment promotes social activities, such as 
glee clubs, excursions, balls and sports, 
as a means of increasing the esprit de 
corps. In the very large banks, where 
thousands may be employed in a widely 
spread system, convocations for social 
reasons are difficult to arrange. There 
are, however, many meetings and excur- 
sions arranged by one department, or by 
the branches in a certain section, as for 
instance, the forces of the Irving Trust 
in the Borough of Queens at least once 
a year have an entertainment attended 
by all in that part of the city. 
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The medical department at the Guaranty Trust Company. 


EDUCATION 


Education deeply concerns the person- 
nel departments, as it encourages the 
younger element of the employes to ac- 
quire more knowledge of the business in 


evening classes. Especial attention is 
given to the instruction provided by the 
American Institute of Banking which 
has chapters in many cities where classes 
for ambitious bank clerks are conducted. 
The banks usually pay the tuition of 
young men who attend these courses. As 
there are now about 35,000 students 
enrolled by the Institute and it has a 
membership of 60,000, this form of en- 
couraging ambition is much developed 
by leading banks and trust companies. 

More and more are the large banks 
reaching out for young men and boys 
of good education and endowed with 
initiative. It is far from easy to obtain 
the more youthful ones, those who once 
began as office boys and pages. Dear 
to the heart of the officers of the per 
sonnel are these disciples just starting in 
life. For those who have promise, ad- 


vancement is likely to come rapidly. 
However, men of mature years, who are 
progressive, find the personnel depart 
ment favorably inclined to them. 

Large financial institutions are educa’ 
tional ones, with a very practical out: 
look. The National City Bank, with all 
its merged banks, such as the City Bank 
Farmers Trust Company, has now 8000 
employes in New York. It has a 
club to which practically all of them, 
regardless of age and sex, belong. The 
dues are $1 a year. Especial attention 
is given by this organization to the 
younger generation. The office boys or 
pages attend a continuation school from 
eight to nine o'clock in the morning, in 
which the English branches which beat 
on banking are taught by experienced 
instructors. Special rewards are given 
to boys who show advancement and get 
into the medal class. The club has a 
house in Montague street, Brooklyn, just 
across the East River from Wall Street, 
where unmarried young men live. For 
$55 a month they get room and board, 
that is, breakfast and dinner. The house 
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is an old-time family residence which 
was once the home of wealthy Brooklyn- 
ites and is beautifully furnished. The 
headquarters of the City Bank Club are 
at 52 Wall Street (National City Com- 
pany), where a staff is always busy look- 
ing after numerous details. The club has 
an investment fund; an institute for 
boys, which is the continuation school 
mentioned; and an educational refund 
plan for elder employes who have paid 
their tuition at the Institute of Banking 
or at a university. The club members 
have access to the bank’s financial library, 
which is said to be the largest in the 
world, and also draw books from its 
circulating library, which is in charge of 
a trained librarian. There is also a dis: 
count plan, by means of which reduction 
in prices can be had at certain stores 
when it is presented. Theater tickets 
can also be obtained at half rates through 
the club offices. 

Once an employe is well established 
in a bank, he finds that the personnel 
department is continuously looking after 
his well being. The growth of the recrea- 
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tional spirit in American life has its re- 
flex in the banks of the country. It is 
now considered necessary that employes 
have their full share of vacation and the 
schedules for letting them have these 
interludes are carefully planned. Full 
salary is given to all and the times of 
absence are measured by the length of 
service in the institution. Employes also 
participate in special vacation funds and 
special leaves of absence are granted 
whenever business conditions permit. 

Outings and picnics are arranged by 
many banks to promote sociability and 
esprit de corps. The National City Bank 
has an annual winter excursion by rail- 
road up the Hudson to Bear Mountain, 
where there is tobogganing, ski-ing, skat- 
ing, and all manner of frosty season 
sports. Games are promoted throughout 
the year in some cities by banks which 
hire gymnasiums for one night a week 
for the exclusive use of employes. The 
young women are especially active and 
they keep in the pink of condition and 
slender grace by earnest exercise and 
diet. 


A class in session in the continuation school for boys at the National City Bank. 
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Every inducement is given to employes 
to save money and accumulate a com- 
petency as, in the opinion of personnel 
directors, this gives them confidence and 
peace of mind which go with concentra- 
tion on work. One of the companies 
(Irving Trust Company) has a general 
investment fund, composed of varied 
holdings, especially set aside for its own 
office family and financed by it. There 
is such an even distribution of the stocks 
and bonds in this fund and the invest- 
ments are made with such expert care 
that there is no question but what an 
average rate of interest can be obtained 
from it. Those who have invested, how- 
ever, have done far better than that, co 
far. 


BUILDING FUNDS 


Inasmuch as nothing adds more to 
stability in man than the owning of an 
acre or so of ground with a house on it, 
some of the larger trust companies have 
building funds, especially arranged for 


those who work for them. Employes 
who live in the suburbs can by means 
of that facility finance the acquiring of 
a home. 

For the benefit of those of the staff 
who may be overwhelmed by some heavy 
financial demand, such as illness in the 
family or a stroke of bad luck or a sud- 
den demand for ready money, there are 
also loan bureaus. These divisions are 
operated on much the same basis as per- 
sonal or salary loan departments in 
banks. As the applicant, working for 
the institution, is certainly well enough 
known to the lender, accommodations are 
most conveniently arranged. (Certainly 
employes of such banks run no risk of 
being nipped by the loan sharks. In one 
company a loan for as high as an entire 
year’s salary may be negotiated. It is the 
policy of the organization, however, ta 
offer so many opportunities for advance- 
ment as well as for safe and sound in- 
vestment, as to keep the prudent em- 
ploye from getting into debt. The 
salary loan is intended only for serious 
emergencies. 
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GROUP INSURANCE 


Group insurance is gaining rapidly in 
all realms of business. The financial 
institutions provide insurance for their 


. employes either by paying fully or in 


part for a policy. It is a growing prac- 
tice for the bank to give to each employe 
a policy covering the amount of his 
annual salary. If he desires more pro 
tection than that he can take it out at 
his own expense and get very favorable 
premium rates for the extra sum. As 
long as the workers are in the employ of 
the banks and trust companies having 
this arrangement, the carrying of insur- 
ance is not a heavy obligation, even if 
they pay part of the premium. If they 
leave the employ of the institution they 
carry the full premium themselves. Every 
encouragement is given to employes to 
provide adequately for the protection of 
their dependents. 

The providing of pensions for em- 
ployes who have reached the age limit 
of seventy years is being worked out by 
banks of large size throughout the coun- 
try. The old age retirement scheme is 
still a new factor in American life. In 
some banks, as the National City Bank 
of New York, the details of a pension 
system have been well worked out; in 
others it is still in an almost experimen- 
tal phase. As a general thing, executives 
who have been connected with a bank 
for many years have taken advantage of 
all the financial precepts and laid by a 
considerable provision for their sunset 
years. Minor employes who have 
reached the end of the road are retired 
with comfortable allowances. 

Taken all in all, the bank of today 
wishes well to youth and age and con’ 
cerns itself vitally with the well being 
of all under its rooftree. 


BANK OF ITALY PROMOTION 


C. E. Rosinson, assistant vice-president of 
the Bank of Italy National Trust & Saw 
ings Association, Los Angeles, has been 
promoted to vice-president. Mr. Robinson 
has been connected with the Bank of Italy 
since 1917, recently as one of the senior 
executives of the Los Angeles main office 
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Bank Concentration 


Its Progress and Present Status 


By JosEPH STAGG LAWRENCE 


This series of articles is based upon a study, “Banking Concentration in the United 
States,” just completed by the author and due to appear shortly under the imprint 
of the Bankers Publishing Company, New York 


HIS has always been a land of 
small independent banks and the 
present controversy has enabled 
writers to draw from that fact some 
rather startling conclusions. The cham- 
pions of unit banking have pointed to 
it as the appropriate and- necessary 
expression of American individualism. 
It is the final explanation of those many 
virtues which have raised America to 
economic eminence. We hear such 
phrases about branch and large scale 
banking as “incompatibility with the 
genius of the American people” and 
infidelity to the “tradition of Ameri- 
can independence.” 

On the other hand we find the unit 
bank charged with many of the ills 
which afflict the day. It is portrayed 
as the lagging member of the economic 
patrol, retarding the progress of the 
more alert and energetic members. One 
writer has discovered that Canada has 
1.86 years of prosperity for every year 
of depression in that succession of 
changes known as the business cycle 
while the United States has but 1.79 
years of prosperity for every year of 
gloom. The difference is due to the 
branch structure of the Canadian bank- 
ing system. 

Of the American bank it may be 
said that it has grown in two different 
directions and we may employ the 
drug store as an illustration of the 
process. When a group of drug stores 
associate and conduct their business 
under common management we have 
expansion in a horizontal direction. 
When each store goes into the business 
of providing food and selling books it 
also grows but in a different direction. 


It acquires new functions, but there is 
no increase in the area served. This 
we may regard as vertical or func- 
tional growth. 


+? 


DEVELOPMENT IN TWO DIRECTIONS 


In the field of banking we have also 
had development in two directions. We 
have horizontal growth when a group 
of banks are united under a single 
management. This process may take 
place in any one of three general ways 
or through a combination of two or 
all three. When! one bank acquires the 
plant and business of another outright 
and establishes a subordinate official 
in charge it has added what is known 
as a branch. The new place of busi- 
ness is merely a physical outpost of 
the parent bank, bearing its name and 
submitting, sometimes in great detail, 
to the directions coming from the home 
ofice. This country now has some 
very healthy branch systems. The 
Bank of Italy National Trust and 
Savings Association of California has 
287 branches. Another system in the 
same state known as the Bank of 
America has 180 branches. The two 
foregoing banks with a total of 467 
offices are owned by the Transamerica 
Corporation, and are soon to be united 
into one system. 

California is the only state where 
state-wide branch banking on a large 
scale has developed, although eight 
other states permit a similar latitude. 
The most intense development of 
branch banking is to be found within 
cities in those states where the law 
permits branches within the corporate 
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limits of the home town. Thus New 
York City has seven systems contain- 
ing from thirty-three to sixty-seven 
branches. Detroit has three banks with 
ninety-four, thirty-three and thirty-one 
branches respectively. One bank in 
Cleveland has fifty-seven branches and 
another in Buffalo has thirty-three. In 
fact, branch growth during the three 
years 1927-29 has taken place almost 
entirely within cities. Incidentally the 
studies of this writer indicate quite 
unmistakably that urban branch bank- 
ing from the standpoint of economy 
and profit is superior to any system 
of branch banking where the units 
are scattered over a wide territory. 
Where some unity is desired between 
banks serving a large number of small 


VIRTUE OF THE CHAIN 


However, the great virtue of the 
chain form of organization is the ap- 
parent autonomy of the member banks. 
The officers are usually local men and 
generally have the same or nearly the 
same measure of freedom in_ local 
matters as the independent banker. 
Unfortunately the advantages and dis- 
advantages of chain banking run to 
extremes. With capable management 
at the top it shows large scale banking 
at its best but with reckless or dis- 
honest direction disaster is multiplied. 
It also defies public control. 

A form of organization not so loose 
as chain banking or as rigid as branch 
banking is group banking. Here a 


“The studies of this writer indicate quite unmistakably that 
urban branch banking from the standpoint of economy and profit is 
superior to any system of branch banking where the units are scat- 


tered over a wide territory. 


Where some unity is desired between 


banks serving a large number of small communities some looser bond 


than that provided by the branch organization may be preferable.” 


communities some looser bond than 
that provided by the branch organiza- 
tion may be preferable. 

Such control may be established by 
the ownership of stock by a single per- 
son, group or institution in the various 
banks which compose the group. When 
unity of management is achieved 
through a community of interest of 
stockholders we have chain banking. 
Under this form of organization each 
bank retains its corporate identity and 
a complete staff of officers. To all 
outward appearances the bank is still 
an independent bank. The degree of 
common control necessarily varies. 
Sometimes it consists merely of common 
investment. policies where one officer 
supervises the security portfolios of the 
constituent banks. However it may, 
as in one case, go so far as to include 
the appointment of subordinate officers 
in each bank and a rather detailed 
regulation of local lending policies. 


holding company owns a controlling 
interest in the member banks. There 
is considerable latitude in the extent 
of control. Group banking has the 
advantage of operating in the open to 
a greater extent than chain banking. 
Questionable manipulation of © funds, 
while not impossible, is at least less 
likely. It is a tribute to the manage’ 
ment of our great group systems that 
they have come out in the open and 
invited the scrutiny of the public. They 
have attempted to provide centralized 
control for those banking functions 
which are best suited to common direc’ 
tion and at the same time have per’ 
mitted local officers a far greater dis 
cretion than is usually the case in 
branch banks. To New Yorkers the 
best known example of group banking 
is the Marine Midland Corporation, 2 
holding company which owns a control: 
ing interest in nineteen banks through: 
out the state. Some of our legislative 





Lochinvars have ‘sensed @rave perils in 
the group organization ‘and with char- 
acteristic perception have ‘introduced 
bills in Congress which would ‘'solve 
the problem through the extinction of 
the offending groups. 

Representative Goldsborough, for ex- 
ample, would deprive all national bank 
shares held in trust or owned by a 
corporation of voting rights and would 
charge a tax of two cents per $100 
on every check drawn on a bank which 
helonged to a group. Representative 
Strong of Kansas introduced a bill that 
refuses to compromise with errant 
banks which insist on selling their 
birthright. “National banks in joining 
chains or groups would thereby forfeit 
their charters and state members of the 
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which fails to portray our growth. The 
State of Tennessee, for example, has 
eight banks with a capital of less than 
$10,000. Théré are thousands of gas 
service stations with a more substantial 
capital structure. When we add these 
lilliputian children of legislative in- 
dulgence we get an average bank 
smaller than the average bank of Japan. 
We find that during’'a period of fifty 
years 1875-1925 our banks ‘remained 
practically stationary in size. Since 
that time, by virtue of wholesale fail- 
ures and consolidations, this average 
has mounted about 40 per cent. 

This procedure fails to reveal our 
great banks and our far-flung group 
and chain systems. We can do better 
if we divide the banks of the country 


“There is the widespread perception among bankers particularly, 
a perception not shared generally by students and Government offi- 
cials, that the profession of banking is not suited to the methods of 


Detroit. 


Every client who appears at the bar of credit is a distinct 


individual and the hazard which his application carries cannot be 


disassociated from the character he presents. 


The process of ap- 


praisal, human on both sides, is hardly susceptible to mass technique.” 


Federal Reserve System would forfeit 
their stock in the Federal Reserve bank. 
So heinous is this type of bank asso- 
ciation in the eyes of Mr. Strong that 
he would deny the contaminated banks 
the right to use the mails or transport 
any commodities in interstate com- 
merce. However, it is possible that 
more moderate counsel will prevail. 


COMPARISON WITH OTHER COUNTRIES 


How far have American institutions 
been able to emulate the growth of 
banks in other countries? Any attempt 
to measure the size of American banks 
gives us an average which serves 
chiefly to obscure the facts of size. 
We have thousands of banks scattered 
throughout the country with wholly 
inadequate capital whose inclusion in 
our calculations gives us an average 


into two! groups. In the first are 1109 
chain, group and branch systems. In 
the second are 21,824 independent unit 
banks. Although their numerical ratio 
is about one to twenty, in point of 
resources they are equal. A rather 
striking indication of the growth of 
cur great banks is the fact that five 
years ago an examination of the five 
greatest banks in the world failed to 
reveal a single American institution. 
Today the Chase National, the Na- 
tional City and the Guaranty Trust, 
all of New York, occupy respectively 
first, second and fifth places. 

What of the future? Will this 
process continue until we too have a 
Big Ten or a Big Five? There is little 
analogy here between the movement 
in industry and that in banking. Al- 
though the bigger-business-bigger-banks 
hypothesis is plausible it fails to stand 
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up. New methods of financing relieve 
the heavy borrower of dependence 
upon his bank. It is also a singular 
fact that industry, growing as it did at 
a prodigious rate during the fifty year 
period 1875-1925, failed to bring a 
corresponding growth in banks. What 
can account for the suspension of this 
influence during a half century and its 
startling manifestation during the last 
four years? 

In attempting to locate the ultimate 
destination of the movement it is neces- 
sary to consider the forces which are 
driving it onward. These will be dis- 
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nod of acquiescence launches vast proj- 
ects. Disapproval freezes the arteries 
of enterprise. It is characteristic of the 
world’s great banks that they retain 
control even after success crowns the 
adventure. 

A third force driving the banks on 
to greater size is institutional rivalry. 
Here is the confession of a banker. 
“We were once near the top. Our 
rivals have grown by direct expansion 
but chiefly by union. We are now 
bigger than we ever were but by com: 
parison with others we have never been 
so small. This cannot be. We are 


“The forces of concentration at the time seem to be in the ascen- 


dant. 
increasing numbers. 


Unless checked our unit banks are destined to succumb in 
As the nature of the problem becomes better 


understood and the current illusion of superficial glorification of 
branch banking is dissipated by exposure the tide may be halted.” 


covered largely in that complex of 
emotions known as human nature. 
DRIVING FORCES 

The first of these is the will of the 
leaders. These men are far removed 
from the bread and butter pressure of 
material want. Gain in terms of 
monetary income, whatever it may 
mean to the stockholders, has little 
significance for them. But vanity is 
a psychic appetite which rarely finds 
complete satisfaction. Great social 
leaders lend their names to petty ad- 
vertisements for the sake of evanescent 
distinction. Men send giant edifices 
toward the heavens which fail to 
justify themselves on any income calcu- 
lation—but they bear a name and as 
long as steel and stone. cling together 
they will be graceful monuments to a 
universal craving. Economic considera- 
tions never justified the Tower of Baby- 
lon nor the Pyramids of the Pharaohs. 

The second psychic propellant is the 
desire for power. A great bank occu- 
pies a throne like that of Caesar. A 


now making overtures and concluding 
alliances. Nor shall we cease until we 
are again in where we once were—near 
the top.” 

The profits of promotion play a part 
in the present movement. Bank stocks 
are riding the crest of popular favor. 
There are 102 banks in the New York 
metropolitan district. At the end of 
March not one of these bank stocks 
was selling for as little as its book 
value and only five yielded more than 
4 per cent. on their market price. At 
that time the twenty-two leading banks 
in the city were selling at 26.5 times 
earnings and 2.92 times book value. 
During the period 1918-29 the average 
annual appreciation of these stocks was 
75 per cent., being approximately ten 
times the rate of increase of earnings. 
The recent state of the American 
speculative temper must be reckoned the 
El Dorado of the promoter. 

Economic motives play some part 
in the tide of concentration. Among 
these the strongest is probably the de- 
sire to achieve a more nearly perfect 
balance among the various services 
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which the great bank today renders. 
Recent consolidations indicate an em- 
phasis upon the trust and investment 
functions of the bank. Both help to 
strengthen and stabilize the business of 
the bank. 

From below the urge to merge is 
met by the unit banker’s sense of weak- 
ness and increasing isolation and the 
power of crowd psychology. When 
everybody is doing it the small banker, 
cherishing his patrimony of indepen- 
dence, finds it increasingly difficult to 
reject the example of his brethren. His 
will becomes infirm and his intellect 
points less insistently to the folly of 
emulation 


RESISTANT FORCES 


On the other side we have certain 
forces resisting the process of concen- 
tration. The first of these is the long 
life of the existing unit banking struc- 
ture. Our unit banks have had an 
opportunity to send their roots deep 
into American custom and conscious- 
ness. 


It is by no means a perfect 
‘system but with all its faults it has 


served us well. The independent bank 
has laid a foundation which may resist 
the leveling forces more effectively than 
it did in other countries. 

In the second place there is the 
hostility of the law. That is based 
largely on a fear of great units and 
monopoly. Its matrix is much the same 
as that from which the original Inter- 
state Commerce Act and the Sherman 
Anti-Trust Law sprang. Although the 
apprehension of our legislators, based 
upon supposed turpitude of big busi- 
ness and the iniquitous intent of mo- 
nopoly, has little foundation it never- 
theless serves to check the movement 
toward greater multiple banking organ- 
izations. 

In contrast to the situation in other 
countries we have a Federal Reserve 
System which was created largely for 
the purpose of providing our inde- 
pendent banks with some of the ad- 
vantaxes which large scale banking in 
other countries possessed. It is still 
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with us and must appear as the com- 
forting bulwark of the small banker 
who dreads the encroachments of the 
giant banking octopus. 

Finally there is the widespread per- 
ception among bankers particularly, a 
perception not shared generally by 
students and Government officials, that 
the profession of banking is not suited 
to the methods of Detroit. The service 
sold by the banker is personal. Every 
client who appears at the bar of credit 
is a distinct individual and the hazard 
which his application carries cannot be 
disassociated from the character he 
presents. The process of appraisal, 
human on both sides, is hardly suscep: 
tible to mass technique. 

In spite of all this the forces of 
concentration at the time seem to be 
in the ascendant. Unless checked our 
unit banks are destined to succumb in 
increasing numbers. As the nature of 
the problems becomes better under- 
stood and the current illusion of super- 
ficial glorification of branch banking is 
dissipated by exposure the tide may be 
halted. Although the concentration 
movement is devoid of that sinister 
peril so readily envisioned by our legis- 
lators it is equally devoid of imperative 
economic justification. The ultimate of 
the movement is in no sense inevitable. 
BOSTON BANK OPENS TRAVEL 
DEPARTMENT 


THE Webster and Atlas National Bank 
of Boston has opened a travel bureau as 
a part of its foreign department and will 
arrange trips in the United States or in 
foreign countries, alone or in_ parties. 
Among the services will be travelers’ letters 
of credit, travelers’ checks and foreign 
currency. 


COMMERCIAL CREDIT 
DIVIDENDS 


DivipeNDs for the third quarter were paid 
September 30 by the Commercial Credit 
Company of Baltimore. Regular quarterly 
dividends on the 6% and 7 per cent. first 
preferred stocks, 8 per cent. class B pre- 
ferred, and the $3 class A_ convertible 
stock, as well as the regular dividend of 
50 cents a share on the common. stock, 
were paid. 
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PUBLIC FINANCING LOWER 
THAN IN 1929 


EW public financing in the 
N United States during the first 

eight months to August 31, 
1930, excluding domestic and Canadian 
municipals, aggregated $4,119,144,000, 
according to preliminary , compilations 
announced by Otto P. . Schwarzchild, 
editor of American Underwriting 
Houses and .Their. Issues and manager 
of National Statistical Service, New 
York City. This total compares with 
$4,496,847,000 for the same period of 
1929. 

The -review includes stock issues as 
well as bonds and notes. Preferred 
stocks of a set par were considered at 
par, while all no par stocks were cal- 
culated at public offering prices. The 
record was compiled from advertise- 
ments of syndicate offerings, and the 
head of the syndicate was assumed to 
he the firm appearing in the leading 
position in the advertisement. 

The compilation reveals that J. P. 
Morgan & Co. led the list of invest- 
ment houses during the first eight 
months by heading syndicates amount- 
ing to $660,778,000. Harris, Forbes 
& Co. with $335,259,000, ranked 
second and Kuhn, Loeb & Co. third 
with $259,325,000. 

An analysis of the financing during 
the first eight months reveals that of 
the total new offerings of $4,119,144,- 
000, bond and note issues aggregated 
$3,607,139,000, or over 87 per cent. 
of the total while stock issues amounted 
to only $512,005,000. Domestic pub- 
lic utility financing totaled $1,414,971,- 
000, accounting for more than one 
third of total offerings. Domestic rail- 
road issues ranked second with $633,- 
356,000. Canadian corporate and 
other foreign issues aggregated $829,- 
141,000 while new financing for finan- 
cial and investment companies totaled 
$232,670,000 of which over two-thirds 
comprised bond and note offerings. 
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INSTITUTE OF CREDIT AN- 
NOUNCES COURSES 
OF STUDY 


THE National Institute of Credit, New 
York Chapter, is conducting the following 
courses of study for credit men and their 
assistants: Credits and Collections, Profes- 
sor A. F. Chapin, of New York University; 
Advanced Credit Problems; conducted ~by 
senior - members’ -of the’ Institute; Public 
Speaking, Professor. Wilbur, McKee,.of New 
York University; and Business, Letter Writ- 
ing, with special attention to credit and 
collection” work, Proféssor McKee. 

The chapter also’ conducts’ a monthly 
credit forum meeting at. which lectures by 
prominent business men are. given. These 
meetings are held in the rooms of the New 
York Credit Men’s Association, 468 Fourth 
avenue, New York City. 


RETURNS FROM ABROAD 


FraANK K. Houston, senior _ vice-president 
of the Chemical Bank and Trust Company 
of New York, has returned from a European 
trip during which he visited many of the 
bank’s foreign connections. 


WINS TRIP TO PERU 


E. L. De Rosa, manager of the travel de- 


partment of the Foreman-State National 
Bank of Chicago, was awarded first prize, 
a trip to Peru, in a tie with Miss Grace 
Atkins of Oshkosh, Wis., in a contest 
conducted by the bulletin of the Associa- 
tion of American Bank Travel Bureaus. 
The contest was prepared by the Grace 
Line, Inc., to encourage the study of litera- 
ture regarding South American travel and 
was open to bank travel bureau employes 
in thirteen states. 


MIDLAND APPOINTMENTS 


J. E. Witson and A. J. Stiver have been 
appointed vice-presidents of the Midland 
Corporation, affiliate of the Midland Bank 
of Cleveland. Mr. Stiver has been with the 
Midland Corporation as secretary and treas- 
urer since it was organized early in 1929. 
Mr. Wilson was formerly manager of the 
Cleveland office of the Guaranty Company 
of New York and later a _ partner in 
Murphy, Blossom, Morris & Co. For the 
last two years he has been vice-president 
and director of Bayly Brothers, investment 
securities firm of Los Angeles. He_ will 
have charge of the security sales of the 
corporation. 

John Sherwin, Jr., is president of the 
Midland Bank and Midland Corporation. 





Filing Systems for New Business Use 


How the Cleveland Trust Company Installed and Operates an 
Effective New Business File 


By E. V. NEwTon 
Assistant Secretary the Cleveland Trust Company 


URING the last few years the 
D feeling has arisen that a central 

file and a new business file are 
ene and the same. This has been 
brought about largely because of the 
activity of certain manufacturers of 
filing equipment, and the wide pub- 
licity that the! question has been given. 
This may be true in a great many 
cases, but their combined use is found 
mostly in smaller institutions where the 
prospect list is limited. 

In the writer’s own institution, the 
Cleveland Trust Company, we find it 
necessary to operate two separate rec- 
ords. Our central file contains more 
than a million and a half cards and 
we have approximately fifty thousand 
cards in our new business files. That 
means that we have about thirty cen- 
tral file cards for each one of our pros- 
pects. You can readily see from this 
that it would be foolish to attempt to 
carry our new business record on the 
cards of our central file. In the first 
place our central file cards are only 
5x3 inches in size, and that does not 
allow sufficient room for new business 
information and a record of calls. Sec- 
ond, our comparatively small number of 
new business cards would become lost 
when thrown in with the greater num- 
ber of central file cards, making it diffi- 
cult to work over our new business 
records and. search for. leads. On the 
other hand, a bank with a central file 
of twenty-five or fifty thousand cards 
could easily carry its new business 
record in a file of that proportion. 

Two years ago the writer was chair- 
man of a committee of the Financial 


From an address before a departmental 
conierence’ at the American Institute of 
Banking “convention, Denver, Colo. 


Advertisers Association which conducted 
a survey on central file practices among 
the banks represented in that organiza- 
tion. Out of two hundred forty re- 


plies to a questionnaire studied by the 
committee more than 70 per cent. in- 
dicated that they did not include their 
new business record as part of their 
central file. 

In making this central file study the 


E. V. NEWTON 


Assistant secretary of the Cleveland 
Trust Company. 


committee started out with the idea 
that its work might result in a standard 
of practice for central file operation 
that could be adopted by all banks. 
We soon found, however, that this was 
not possible due to the vast difference 
in size and type of our banks, and to 
the many different uses to which a file 
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This business affiliation card measures 5 by 8 inches. 


has to be put. We studied more than 
two hundred forty replies in the course 
of this survey. Here are a few of the 
high spots: 


In installing a file, the experience of 
companies making a specialty of filing 
equipment should be given first con- 


sideration. Replies were almost two to 
one in favor of the equipment pur- 
chased from specialty companies over 
that of the local printer. 


PURPOSE OF THE FILE 


The first question that a bank must 
decide before it undertakes the or- 
ganization of the central file is te de- 
termine definitely just what it wants 
its central file to accomplish. After 
that is settled, the question of size of 
card should be given serious thought. 
This will be governed largely by the 
size of the bank, the number of its de- 
partments, and the amount of informa- 
tion that will be placed on the card. 
A combined central and new business 
card naturally will have to be much 
larger than one that is used exclusively 
for a central file record. For a small 
bank, a 5x3 inch card seems to be the 
popular size; for larger institutions, 6x8 


inches in size is given preference. Our 
survey showed that card sizes range 
from 2Yx3Y2 up to 8x11 inches. Out 
of all reports received, a 5x8 inch card 
seemed to be the most popular, and 
4x6 inches a close second. 

There are two methods by which 
central cards may be filed, either verti- 
cally (blind), or horizontally (visible). 
The visible method has come into use 
in recent years. The cards, under this 
system, are laid flat and hinged in 
shallow trays with the bottom lines of 
each card exposed so that any name 
can be located instantly. The visible 
system, however, is much more expen: 
sive than the vertical, and this feature 
accounts perhaps for a vote of more 
than three to one in favor of the blind 
method by those banks reporting on 
this question. 

Banks operating central files are using 
them for more than a general index. 
This was indicated from replies to @ 
question asking whether more than the 
name, address, business connection and 
services used were shown on the cen: 
tral file cards. The amount of infor 
mation that should’ go on the card can 
be gauged only by the size and actual 
number of departments in the bank, 
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and the particular job that the file is 
going to be called upon to render. 
In analyzing the cost figures shown 
in our replies we found that the aver- 
age unit cost of operation covering 
cards, files and overhead, was about 
seven and a half cents per card. This 
figure was further borne out when it 
was shown that the average cost a year 
per thousand cards was $71.19. 
Replies indicated that an operator can 
handle anywhere from one thousand to 
one hundred four thousand cards. This 
wide difference in the number can be 
attributed to the fact that in some cen- 
tral file departments clerks work ex- 
clusively on cards, and in others they 
make up new business reports and do 
other typing work in connection with 
their regular central file duties. The 
average from all of the replies received 
indicated that one girl working alone 
should be able to handle a file of ap- 
proximately twenty-four thousand cards. 
Most banks regard! the central file as 
an adjunct to its banking department. 
Out of all of the replies received 75 
per cent. of them charged its operation 


CALL RECORD 


NAME 
ADDRESS CALLS MADE BY 


CALLS: 


NAME 


ADDRESS 





REMARKS; 


NB9A 6m 5.29 NAME 


ADDRESS 


PLEASE ADVISE PROSPECT OF SECURING BUSINESS FROM THE ABOVE. 


to the banking department, 18 per cent. 
to new business, and only about 7 per 
cent. to advertising. In a bank having 
one of the largest central files in the 
country it is regarded entirely as a part 
of the banking department. One girl 
at the files, however, spends all of her 
time on new business work, and her 
salary is borne by the new business de- 
partment. 


CHIEF COMPLAINT 


In analyzing the replies sent in it was 
interesting to note that the chief com- 
plaint against the central file concerned 
the inability to keep it 100 per 
cent. correct at all times. The correct- 
ness of customers’ addresses came in for 
the lion’s share of the criticism. In 
this connection, the writer has never 
yet seen a city directory or telephone 
book that was entirely correct when it 
was distributed. A very large propor- 
tion of the population of all of our 
large cities is constantly “on the move.” 
People are never in a hurry to report 
their changes of address. It has been 


ASSIGNMENT 


ASSIGNED TO 


TICKLER 


OATE 


TICKLE TO 


TICKLE DATE 


\” ACCOUNT CANNOT 


SE SECURED AT THIS TIME, INDICATE WHEN IT SHOULD @E TICKLED FOR FUTURE FOLLOW-UF 


NSOSB Su 10-28 


©. V. NEWTON, 
NEw Business Manager 


A different color of paper is used for each of these three records for assigning and 


following up calls. 


Each is 3 by 5 inches. 
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our experience that 10 per cent. of all 
mail sent out to a new list will be re- 
turned for incorrect address. Most of 
the trouble, however, doesn’t lie with 
the customer. If the bank will provide 
the necessary machinery, its central file 
clerks can easily see that every depart- 
ment affected receives notice of each 
change of address. There is no reason 
why the information should not be kept 
correct. Most central file errors can 
be eliminated with the proper system 
and supervision. 

In making this central file study the 
committee asked users to give an opin- 
ion of their file—whether its cost was 
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Back of the new business record card, 
which is shown on the opposite page. 


warranted and what they considered to 


be its greatest defect. In practically 
every case the reply was that the cost 
of operation of the file was entirely 
warranted; that a central file was in- 
valuable to a bank’s operation; and that 
its chief faults were human ones that 
could be corrected. The committee, in 
concluding its report, called attention 
to five points that should be given con- 
sideration by any bank planning the 
installation of a central file: 

1. The central file in ninety-eight out 


of a hundred cases has proven its worth and 
has come to be regarded quite generally as 


a necessary “tool” in bank 
development. 

2. The purchase and installation of a 
file should be preceded by a careful survey 
of the uses to which it is to be put under 
each bank’s own peculiar conditions. 

3. Most of its taults are human ones that 
can be corrected by intelligent supervision, 
Eternal vigilance and strict attention to de- 
tail and accuracy is the price that must be 
paid for a successful file. 

4. Simplicity also has its reward. A card 
designed with a few features is much better 
than one that is so overloaded that it can- 
not be used efficiently. 

5. The most successful file in existence 
at the present time is that built as an aid 
to the banking department. It has a place 
in development and advertising work but 
cannot be entirely justified on that basis 
alone. 


Operation and 


AT THE CLEVELAND TRUST 


And now the writer wants to tell 
you a little of how we operate our new 
business files at the Cleveland Trust 
Company. Our bank has more than 
four hundred fifty thousand accounts, 
and our central file contains in excess 
of one million five hundred thousand 
cards. For that reason our two files 
are operated entirely separately—the 
new business department’s only contact 
with the central file being a girl who 
spends all of her time searching, check- 
ing records, and digging up informa’ 
tion for us. Our new business record 
card measures ten inches wide, and 
seven inches high. It has space across 
the top of the card for the name and 
local address, and out-of-town address, 
if there is any. All officers and direc’ 
tors are listed, and opposite each name 
we show the services of the bank which 
they personally use, and, also, if they 
have any official connection with any 
other bank. In the lower right hand 
corner there is a space showing all of 
the services of the bank that are used 
by the subject company or individual, 
as the case may be. Space is also pro 
vided for showing club, church, of 
social affiliations in the case of the in 
dividual, other banking connections, 
capital, rating, and so forth. The back 
of the card is used for noting calls, and 
other information. 
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The new business record card. 


We do not confine our use of this 
card to the prospects alone, but also 
use it for customers, believing that the 
bank’s customers represent its best 
avenue for new business. I should say 
that at least 25 per cent. of the cards 
in our new business files are those bear- 
ing the names of our present customers. 
Too many banks pay considerable at- 
tention to getting the new account, but 
very little toward keeping it. 

There are several different sources 
from which names may be secured for 
a prospect file. In the case of the 
starting of a new business department 
record, the first step should be to place 
on cards the names of all customers 
carrying substantial balances, and the 
services used by them. Additional 
names can be added from day to day 
a8 new accounts are opened, or names 
secured. We are continually checking 
corporation and city directories, and 
periodically go over the classified sec- 
tion of our telephone book for new 
names, 

_ When a new name is discovered it 
is placed on what is called a “work 


sheet” which is a mimeographed 8x11 
inch form, showing the name, address 
and the officers, directors and afhilia- 
tions in the case of a corporation. This 
sheet, which is written in pencil, goes 
to our central file where a check is 
made to determine if we have any 
business with the individual or com- 
pany, and if, in the case of the com- 
pany, with any of the officers or 
directors, or any of the companies with 
which they in turn may be associated. 
When the work sheet comes back from 
the central file with the information 
properly supplied, all of it is typed on 
our new business card and becomes a 
part of our permanent record. 

In checking over the names of the 
officers and directors of the company 
we have found that the information 
regarding their afhliations with other 
companies is of great value, and we 
have therefore developed as part of 
our new business records an affiliation 
file. The cards making up this file, 
which of course contains only the 
names of the individuals, are 8x5 inches 
in size. Across the top there is space 
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for the individual’s name, address, and 
the personal service which he uses. 
Below are shown his business afhilia- 
tions. In the building of an affiliation 
record much of the information will 
have to be added to the files over a 
period of time, although a great deal 
of it can be secured from corporation 
directories and other sources. 

If it happens to be a company that 
we are working on, one that is un- 
known to us, and one which is likely 
to require credit extension, we secure 
an agency report and, if possible, a 
financial statement and other informa- 
tion regarding the company. All of 
these data are then sent to an officer 
of the bank who either approves or 
disapproves the item for solicitation. 
If he disapproves it is “tickled” for six 
months or a year, when it will again 
be brought to his attention, after we 
have secured new and up-to-date in- 
formation. 

In the case of approval, the item is 
immediately assigned to an officer or 
a member of the new business staff. 
The form used in making this assign- 
ment consists of a duplicate set of 
3x3 inch slips. The original is white, 
and the copy is golden. When the 
typist is ready to make an assignment 
she slips a narrow strip of carbon 
between the two forms so that copy 
impression will be made only on the 
first two or three lines of typing. 
This permits the typing of information 
of value to the solicitor on the original 
or assignment slip without its appear- 
ing on the copy. The name and ad- 
dress of the company or individual, 
date, and the name of the solicitor 
appear at the top of both copies. 

The new business card, containing all 
the information that has been secured 
as well as the agency report, financial 
statement, officers’ comments, and other 
data, goes to the solicitor with the as- 
signment, to aid him in making his 
initial call. The copy of the assign- 
ment is retained in what we call our 
“call record file” until a report of the 
call is made by the representative. 
When this is done a complete report 


is typed on the back of our new busi- 
ness card and the date of the call 
placed on the assignment copy or 


record slip, which is then filed away in 
alphabetical order. 


REPORTING THE CALL 


In reporting a call the solicitor in 
most cases will “tickle” the name for 
the future, the time ranging from ten 
days to six months. When this is 
done we make use of two other slips, 
the first of which is blue in color, and 
on which we place the date upon 
which the solicitor expects to make his 
next call on the prospect. This slip, 
containing the “tickle” date, together 
with a copy which is used as a “tickle” 
follow-up is placed in the customary 
“tickler” file. When the “tickle” date 
arrives the slip goes to the one for 
whom it is intended, and the copy goes 
to the new business manager to aid 
him in seeing that the item is properly 
followed. If the solicitor in making 
his original report does not eliminate 
the name as a prospect and fails to 
place a new “tickle” date upon it the 
item is automatically “tickled” for one 
year by the record clerk. This is done 
so that no names will ever be lost in 
the file, every live one coming up for 
attention at least once every twelve 
months. 

Some of you may operate branches 
and, if so, will be interested in the 
way our solicitors are zoned. We have 
in the department four outside repre’ 
sentatives who devote their time to 
commercial and savings _ solicitation, 
working almost entirely by assignment. 
Each representative has a certain group 
of our fifty-eight branch offices, and as 
new leads are secured the assignments 
to these solicitors are made in accor’ 
dance with the zone arrangement. From 
time to time we make business house 
surveys of each branch’s territory, call’ 
ing on all stores, factories, and offices 
in a given district. As these calls are 
made they are recorded on 4x6 inch 
white cards which are filed alphabeti 
cally by zones. The only exception to 
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this is in the case of a manufacturing 
company for which we already have a 
large new business card. When this 
happens the white zone card simply 
carries a cross reference to the new 
business card. 


PRESENT CUSTOMERS 


We are paying as much attention 
to our present customers as we do to 
prospects. In the upper right hand 
corner of our new business card we 
have provided space for showing the 
monthly average balances of our better 
commercial accounts. We carry these 
only on accounts averaging $2000 or 
over, the figures being secured from 
the interest slips which are computed 
at the end of each month, and for- 
warded to the new business depart- 
ment. With this information regarding 
all of our accounts in our new business 
files it is a comparatively simple matter 
to classify and follow these so that 
proper contact is maintained with the 
owners of all of our big accounts at 
all times. This we do by classifying 
to a certain extent all of our accounts— 
assigning the accounts with larger bal- 
ances to officers and in some cases to 
branch managers. Many of the calls 
made by the representatives in the 
new business ;department are upon 
present customers carrying substantial 
balances. We also make a practice of 
assigning every week a certain number 
of calls to each of our branch managers 
and in turn expect from them a re- 
port on the calls that they have made. 
Between the officers, managers, and de- 
partment representatives we are able to 
keep in close touch with all of our 
good accounts. 

In order that the relationship of sub- 
sidiary companies or merged organiza- 
tions may be indicated in our records 
we place such related blue record cards 
together in a folder bearing the name 
of the parent ‘company. So that ail 
cards thus filed’ may be readily located, 
a yellow cross reference card is made 
out in the name of the subsidiary com- 
pany, and filed in its proper alpha- 


betical place. 
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It has been our experience that news: 
papers, carefully checked, furnish us 
with important current information con- 
cerning activities and corporate changes 
that are of much value to us in keeping 
our files up-to-date. Reports of annual 
meetings, changes in directorates, ofh- 
cers, and business policies, merger re- 
ports, and so forth, are clipped from 
newspapers and other sources. Any 
necessary changes are made on our 
records, and the clipping then pasted 
in a clipping folder, which is placed 
with the blue record card of the sub- 
ject company, and put into the files in 
a folder. 

Whenever any card or folder is re- 
moved from the files the clerk places in 
its stead a pink index card headed 
“card out” on which she notes in 
pencil the name of the blue record 
card withdrawn, date removed, and 
upon whose request. By this practice 
we are able to eliminate the possibility 
of cards becoming lost from the files, 
and trace all cards not promptly re- 
turned. 

The building and operation of a 
new business file is one of simple de- 
tail. However, it is one thing ta build 
a file and another thing to operate it. 
All of which reminds the writer that 
seven or eight years ago, during the 
epidemic of banking promotion com 
panies, scores of good institutions pur: 
chased thousands of dollars’ worth of 
folders and other advertising material 
which was paid for and then promptly 
stored in the stock room until some 
one would work up a prospect list and 
mail out the material. The writer has 
a hunch that some of the same material 
is still reposing where it was first 
stored. Unmailed advertising material 
will not build good-will or increase 
deposits any more quickly than a per’ 
fect central or prospect file that is not 
being operated. If you do not happen 
to have solicitors employed by your 
bank, draft a few of your officers and 
interest them in selling the services that 
your bank has to offer. 

What the writer has said regarding 
the operation of the prospect file at 
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our bank may not fit into your particu- 
lar problem at all. If you are from 
the average size bank operating a single 
office perhaps all you will require is a 
small file operated simply,’ but one 
which will grow as your bank grows. 
However, every institution has some 
problem that is its very own, and the 
writer hopes that from some of the 
things he has told you of the operation 
of our new business file, or from our 
central file study, that you have gotten 
an idea that may be helpful to you. 


CHASE DIVIDENDS 


QUARTERLY dividends of $1 a share were 
paid October 1 on the $20 par value 
stock of the Chase National Bank of New 
York and the no par value stock of the 
Chase Securities Corporation. 


IRVING TRUST TO OPEN NEW 
OFFICE 


Tue Irving Trust Company of New York 
expects to open early this month a banking 
office at 267 City Island avenue, New 
York. This will be the first bank on the 
island, which is a strip of land more than 
a mile long off Pelham Bay Park, and 
which has 5000 inhabitants. The nearest 
banking facilities at present are four miles 
away. 


BANK MERGER VOTED 


MERGER of the Park Row Trust Company, 
the Broadway National Bank and Trust 
Company and the Plaza Trust Company, 
of New York, was approved by stockholders 
of the three institutions and became effec- 
tive September 29. The bank, now known 
as the Broadway and Plaza Trust Com- 
pany, is operating in the three banking 
locations, with head offices in the previous 
quarters of the Broadway. 

Prior to the merger, David A. Brown, 
one of the founders of the Broadway, re- 
signed as chairman of its board, and has 
opened an investment securities business. 


NORTHWEST BANCORPORA- 
TION EARNINGS 


THE third quarterly dividend of 45 cents 
a share was paid October 1 to stockholders 
of the Northwest Bancorporation, Minne- 
apolis. The financial report shows that the 
annual dividend requirements have been 
earned in the first six months of the year. 


For the first nine months of 1930 with 
September estimated, earnings of the 127 
banking institutions affliated in the North- 
west Bancorporation group will exceed $3 
a share on 1,664,967 shares of $50 par 
value stock outstanding. ‘ 

Jay E. Decker, president of Jacob E. 
Decker & Sons, Mason City, Iowa, and 
William Chamberlain from Chicago, presi- 
dent of the United Light & Power Co. of 
Chicago, which has large interests in Mason 
City, have been elected members of the 
board of directors. 


CHEMICAL DIVIDEND 


THE Chemical Bank & Trust Company of 
New York paid on October 1 a quarterly 
dividend of 45 cents a share to its stock- 
holders. 


JOINS MELLON GROUP 


THE former Union Deposit and Trust 
Company of Waynesburg, Pa., has begun 
business as the Union Trust Company and 
as one of a group of banks being taken 
over by the Mellbank Corporation, formed 
by the Mellon interests of Pittsburgh. H. 
D. Freeland will remain as president. 


MACON BANKS MERGE 


FoRMATION of the First National Bank & 
Trust Co. of Macon, Ga., has been effected 
by the merger of the Macon National Bank 
and the Continental Trust Company. The 
bank will be affiliated with the First Na- 
tional Bank of Atlanta. 


CHASE OPENS NEW BRANCH 


THE forty-sixth branch of the Chase Na’ 
tional Bank in Greater New York was 
opened September 15 on the _ northwest 
corner of Fifth avenue and 14th street. 
George A. Hudson, assistant cashier, is 
manager, and A. W. Schmid, assistant 
manager. 


CENTRAL-ILLINOIS COMPANY 
OPENS DULUTH OFFICE 


Tue Central-Illinois Company of Chicago, 
investment securities organization of the 
Central group, has opened an office in 
Duluth, Minn., with O. J. Jorgenson in 
charge. Mr. Jorgenson was for  severa 
years in the bond department of the Central 
Trust Company of Illinois. Sidney C. 
Nelson, who is in charge of the Minnesota 
territory of the company, will supervise 
the new branch. 





Depreciation for Income Tax 


Improper Handling of Depreciation Charges Results in Overpay- 
ment of Income Tax by Many Banks 


By R. D. Bonp 
Of R. D. Bond & Co., Public Accountants, Detroit 


an important factor in correct ac- 

counting for income tax pur- 
poses and although there is an abun- 
dance of authoritative decisions and 
discussion on the subject, banks are 
inclined to treat depreciation charges 
with little or no consistency. The fault 
is not so much in the object accompany- 
ing the inconsistent charges as in the 
result from an income tax viewpoint, 
because the object is usually one of a 
conservative appraisement of assets; but 
when the inconsistency is allowed to 
creep into tthe filing of income tax re: 


pyrene depreciation is quite 


boxes, small savings banks, etc. I be- 
lieve the majority of banks will charge 
such items direct to expense, for which 
there can be no criticism, except as it 
relates to the bank’s liability for income 
tax. 

It is inevitable that an income tax 
examiner will disallow such charges 
when discovered and allow only the 
proportion which represents deprecia- 
tion for the year or years being ex- 
amined by him. The question is, “Will 
the bank follow through to subsequent 
years the schedule or formula devised 
by the examiner and secure deductions 


This is the fifth of a series of articles discussing problems of 


the Federal Income Tax that are peculiar to banks. 


Mr. Bond, 


who has specialized on this subject, has found that many banks fail 
to get proper credit for actual losses on their income tax returns 
through improper accounting methods. A limited quantity of back 
numbers are available for new readers who are interested in com- 


pleting their file of the series. 


turns the fault becomes real and, in 
some cases, expensive. 

Except in those cases where a bank is 
equipped with an elaborate accounting 
system, which in turn is supervised by 
a competent auditor who has a thorough 
knowledge of income tax requirements, 
the majority of banks either write off 
certain capital items over a very short 
term of years or charge them direct to 
expense at the date of purchase. This 
refers particularly to such items as type- 
Writers, adding machines, bookkeeping 
machines, check protectors and other 
mechanical office equipment, -and to fur- 
miture, burglar alarms, safe deposit 


for depreciation over the estimated life 
of the capital items?” Generally they 
do not and it is only when the returns 
are consistently examined from year to 
year that the benefit of such deductions 
is obtained. Obviously, the bank places 
itself in the position of depending upon 
the uncertainty of the administrative 
procedure which the Treasury Depart- 
ment may follow in connection with its 
returns. For instance, when the Trea- 
sury Department examiners decide, after 
a superficial check of the returns, that 
the bank has not underpaid, it is quite 
possible that the return will be filed 
away and forgotten. In such cases it 
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is perhaps true that only a small amount 
of tax was paid, as compared with some 
other years, but there has, nevertheless, 
been an overpayment to the extent that 
the bank has not claimed the deprecia- 
tion deduction to which it is justly en- 
titled in its return. In other cases 
where the returns, as filed, disclose net 
losses and it is apparent to the ex- 
aminers that whatever corrections might 
be necessary would not result in a tax 
liability, those returns too are quite 
likely to be filed and forgotten. 

It is quite natural to give little or no 
consideration to the fact that all of the 
depreciation which might have been 
rightfully claimed was not taken as a 
deduction in the return, because it 
would only tend to make the loss larger. 
However, when further consideration is 
given to the fact that the net loss of 
one year can be taken as a deduction 
in computing the taxable income of the 
first or second succeeding year, it be- 
comes just as important to compute the 
net losses correctly as to compute the 


net profits correctly. 
Too little attention is paid to the tax 
returns which show losses and the rea- 


son is quite obvious. Nobody wants to 
linger long in meditation on an operat- 
ing loss with a view to enlarging it 


OTHER REAL ESTATE 


In a large number of cases it has 
been found that no consideration was 
ever given to depreciation on property 
taken over by the bank and which was 
carried in the other real estate account. 
Apparently the banker forgets that the 
property owned unwillingly depreciates 
just as certainly as the banking house 
property, and that the deduction for 
depreciation on other real estate is just 
as important as the deduction to be 
claimed for the wear and tear on strictly 
business property. If it can be said that 
there is any distinction at all, then it 
must be that depreciation on other real 
estate is the more important because of 
the fact that upon the sale or other 
disposition of property which is subject 
to depreciation, the cost of such prop- 


ry 
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erty must be reduced by the deprecia- 
tion sustained during the period of 
ownership when computing the taxable 
gain or loss resulting from such sale or 
other disposition and because of the 
further fact that property acquired 
through foreclosure, etc., must be dis- 
posed of or written off the books within 
a certain limit of time. Therefore, the 
fact of the adjustment for depreciation 
on this class of property, the final 
reckoning coming within a short period 
of time and the number of separate 
parcels carried in the account all make 
it necessary to keep a strict accounting 
of depreciation on this class of property. 

Under the provisions of the Revenue 
Act of 1928, the time within which a 
taxpayer may file a claim for refund of 
overpaid taxes for the year 1928 and 
subsequent years has been shortened to 
two years from the date of payment. 
Accordingly, banks should secure the 
allowances on other real estate available 
to them during the years the property 
is held and not postpone a claim for 
such allowances with the idea that 
proper adjustment can be made when 
the property is disposed of. 


BANKING HOUSE PROPERTY 


Ordinarily banking house property is 
carried at a figure below the depreciated 
value. This is due to the conservative 
policy of banks generally in wanting to 
understate their net worth rather than 
overstate it. The method of writing 
off the cost of banking house property 
varies according to the personal views 
of the management of the individual 
institutions. In some instances, a high 
rate of depreciation taken consistently 
over a period of a few years brings the 
cost down to what is considered a con’ 
servative valuation and, in others, large 
lump sum charge-offs are made coinci 
dent with a profitable year’s operations. 

The error in either of these pro 
cedures, from an income tax standpoint, 
is that the wear and tear is not spread 
equally or in the proper proportion over 
the life of the property. Invariably, 
excess charges for depreciation will be 
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disallowed and where the property ac- 
count has been reduced by depreciation 
taken without adjustments for such ex- 
cess charges being made, either in sup- 
plement records or on the books, the 
usual result is that subsequent years 
will not receive the proper proportion 
for depreciation. The reason for this 
is that a majority of the average size 
banks do not carry in their accounts a 
reserve for depreciation, but the credits 
which offset charges to expense for de- 
preciation are entered directly in the 
property account, and it usually follows 
that depreciation will be computed on 
the reduced value, as reflected by the 
property account, instead of on the 
actual cost. 

In this series of articles I have 
stressed the importance of supplemental 
records as an aid to proper accounting 
for income tax purposes. It is particu- 
larly true in the case of depreciation 
charges. Where supplemental records 
are kept a more detailed classification of 
depreciable assets can be obtained than 


is reflected in the ledger accounts, and 
a continuous history of each asset is 
written from year to year as the sup- 


plemental record is built up. The 
value of such records is reflected in 
more ways than one—proper rates for 
the different classes of assets, exactness 
in depreciated value of each class of 
asset, etc. : 

Some examples of the complications 
involved in book balances of property 
accounts, taken from actually experi- 
enced cases are as follows: 

(1) A bank in one of the Middle 
Western states remodeled its quarters 
at an expense of between forty and 
fitty thousand dollars. After paying 
all bills the net result of bookkeeping 


entries made to reflect the change was’ 


an addition to the real estate account 
ot exactly the cost of remodeling. No 
adjustment was made for the unde- 
preciated cost of the portion of the 
building torn away, nor the fixtures 
which became obsolete with the re- 
modeling process. When the income 
tax return was filed for the year in- 
volved, depreciation was taken on the 


total or increased value at the same rate 
as used in the preceding year. 

Disregarding other errors of principle, 
of which in this particular case there 
were several, we find as a result of the 
above cited facts two major errors. 
First, the bank was entitled to a deduc- 
tion, for income tax purposes, of the 
amount representing the loss sustained 
through obsolescence of that portion of 
the building which was torn away, and 
of the equipment which was replaced 
by new equipment. Second, by com- 
puting depreciation on the total in- 
creased carrying value in the real estate 
and equipment accounts, the succeeding 
years, which constituted the estimated 
life of the property, received excess 
charges for depreciation measured by the 
amounts which should have been written 
off during the year in which the re- 
modeling took place. 

(2) A small bank situated in a 
farming community determined, during 
the year 1922, that it was carrying 
statutory bad debts of about ten thou- 
sand dollars face value. Although the 
profits of some prior years had been a 
little above the average the undivided 
profits account could not stand the 
charge of ten thousand dollars without 
showing a net decrease for the year. 
In view of the fact that during some 
prior years, when profits were good, the 
banking house property had _ been 
written down to a nominal figure, en- 
tries were made on the books which, 
without explaining all the details, re- 
sulted in a net increase of ten thousand 
dollars in the real estate account and a 
decrease of a like amount in loans and 
discounts. 

It is a matter for conjecture why 
these facts were not discovered through 
a review of the bank’s income tax re- 
turns. Possibly owing to the size of 
the business a thorough audit was con- 
sidered unnecessary. 

It was not until sometime during the 
year 1928 that three income tax errors, 
all originating with the real estate ac- 
count, were brought to the attention of 
the officers of the bank. The first: 


during several years prior to 1922 the 
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EXHIBIT 
AMENDED BALANCE SHEET 


“Aa” 


Name of Bank 


January 1, 1928 
Date 


ASSETS 


Per Books 
Cash on Hand and in Banks $232,124.17 
Loans and Discounts 482,646.46 
Other Stocks and Securities 40,500.00 
U. S. Bonds 110,000.00 
Other Bonds 480,000.00 
Banking House 40,000.00 
Furniture and Fixtures 2,500.00 
Mechanical Equipment 


Other Real Estate 17,555.19 


Reserve for Depreciation 


Undivided Profits 18,167.22 


Adjustments 


Debit 


,000.00 


,000.00 


(5) 13,600.00 
(6) 1,555.19 


Credit 
$ 


(6) 1,555.19 


(5) 13,600.00 
(1) 4,000.00 
(2) 1,000.00 
(3) 7,200.00 
(4) 35,500.00 


Amended 
$232,124.17 
486,646.46 
41,500.00 
110,000.00 
487,200.00 
69,000.00 
4,000.00 
5,000.00 
16,000.00 


13,600.00 


50,712.03 


Explanation of Adjustments 


Note of John Doe ordered written off ‘by bank examiner on November —, 1927, 


which was not then definitely ascertained to be bad. (See credit files for further 
information.) ‘ 


To restore to balance sheet, stock of the A-B Company ordered charged off by 
hank examiners on November —, 1927, but added back to income for tax purposes. 
The loss is not yet known to be final. 


To restore premiums, less discounts, on bonds purchased prior to January 1, 1928, 
ind which were still on hand as at that date. 

To restore to cost of property accounts the depreciation which has been credited 
direct to such accounts and to restore the cost of mechanical equipment previously 
charged to expense. 


(5) To set up the corrected depreciation charges to date in a reserve account. 


(6) To eliminate as part of the cost of other real estate, interest and taxes added to 
the account in error. 


bank lost an allowable deduction for 
depreciation on account of computing 
its charge on the nominal carrying value 
to which the real estate had previously 
been reduced. Second: it lost a deduc- 
tion of ten thousand dollars represent- 
ing bad debts which found a final 
esting place as a charge in the real 
estate account instead of in an expense 
account. Third, a sort of mixed error: 


nominal value first referred to plus the 
ten thousand dollars. 


CLASSIFICATION OF ASSETS AS AN AID TO 
PROPER DEPRECIATION RATES 


It is not unusual to find accounts for 
no more than two classes of depreciable 
assets even where a bank’s records are 
designed to correctly reflect the cost or 
depreciated value of its property. There 
depreciation had been computed during should be at least four classes, and 
all of the years subsequent to 1922 on these are: 
the carrying value, which then was the 1. The banking house, which usu- 
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EXHIBIT “B” 
RECONCILIATION OF INCOME 
1928 
Year 


Name of Bank 
Net Income as Shown by Books 
ADD 


(a) Bad Debts—Not Allowable 
(b) Premiums Capitalized (Ex. E) 
(c) Depreciation Taken 


DEDUCT 

(g) Bad Debts—Charged Off Prior Years 
(h) Loss On A-B Company Stock 

(i) Premiums Extinguished (Ex. D) 

(j) Corrected Depreciation 


Adjusted Net Income Subject to Tax 


Address 


$10,000.00 
875.00 
1,000.00 


$4,000.00 
1,000.00 
3,475.00 
3,580.00 


Explanation of Adjustments 
“Notes of J. J. Jones ordered written off by bank examiner on November —, 1928, 
which were not definitely ascertained to be bad during the year 1928. Debtor owns 
farm lands which he hopes to sell in order to pay at least a part of the notes 
due us. 
To restore to income, premiums paid on the purchase on bonds during the year 1928, 
which were charged to expense. 
To eliminate depreciation taken on books in lump sum amounts. 
Note of John Doe ordered charged off by bank examiner in 1927, which was not 
then ascertained to be worthless, and which was restored to income for the year 
1928. It was definitely determined to be worthless in 1928. 
To deduct, as a loss sustained, stock of the A-B Company which was ordered 
charged off in 1927 by bank examiners but restored to income for that year and 
to the balance sheet as at 12/31/27 (1/1/28). This loss was actually sustained 
in the year 1928 as evidenced by records on file at our office showing bankruptcy 
proceedings, etc. 
To deduct as part of the cost of bonds sold during the year 1928, premiums attach- 
ing thereto and which had previously been charged off but restored to income and 
cost of bonds for income tax purposes. 
To reflect as expense the correct depreciation as shown by supplemental deprecia- 
tion schedule. 


ally represents substantial construction, 


chairs, filing cabinets, etc., generally 


with an estimated life of from forty to 
fifty years. 

2. Buildings on property acquired 
either through foreclosure of mortgages 
or in some manner designed to protect 


unsecured loans, etc. The estimated 
life on this class of property will vary 
between from ten to fifty years, ac- 
cording to the construction and age 
when acquired. 

3. Office furniture 
meant to include, 


and fixtures, 
primarily, desks, 


with an estimated life of ten years. 

4. Mechanical equipment, meant to 
include typewriters, adding machines, 
bookkeeping machines, check protectors, 
change machines, etc., with an estimated 
life of five years. 

There could be added another classi- 
fication — rarely experienced — which 
would set out the cost of vault doors 
as distinguished from the cost of equip’ 
ment or a part of the bank building. 

Although there is no real necessity 
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Like ABURGLAR ALARM 
ON YOUR BANK ACCOUNT! 


Ay PRO SCENE ROR 


A SINGLE contact with the intricate wir- 
ing system of a burglar alarm brings deaf- 
ening clangor and every cop for blocks 
around. A single drop of acid or ink eradi- 
cator on the intricate pattern of a Todd 
Greenbac Check brings hundreds of “voids” 
flashing forth in an unmistakable warning. 

No other check offers you this unique 
service of protection for your funds. To 
provide utmost safety against counter- 
feiting and alteration, Greenbac has a 
complex series of interlocking designs in 
several colors. Beneath this sensitive sur- 
face, the “‘voids” lie hidden, ready to leap 
out and frustrate the forger at the first 
attempted alteration. 

Todd Greenbac Checks are made still 
safer by their method of manufacture. 
Every sheet of Greenbac paper, every 
check, is registered, and handled only by 
bonded employees. Surplus scraps are 
burned daily under supervision. Checks 
are never sold in blank. Lithographed or 
printed only to individual order, delivered 
under seal, they become your personal 
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TODD SYSTEM | OF CHI 


oo Sa ee see? 


currency. No one can possibly obtain 
checks like them. And Greenbac Checks 
are guaranteed by insurance against alter- 
ation or counterfeiting of pon 

Distin uished md their rich appearance 
and “feel” as much as by their unique 
a gg feature, Todd Greenbac 
Checks have proved themselves fit finan- 
cial representatives of the biggest busi- 
nesses in America. Call the me al Todd 
Office for a demonstration, or return the 
coupon below directly to us. The Todd 
Company. rr Division. 
Rochester, N. Y. Sole makers of the Pro- 
tectograph, Super-Safety Checks and Todd 
Greenbac Checks. 


THE TODD COMPANY, Protectograph Division 
1139 University Avenue, Rochester, me ¥- 


Please send me further information about 


Todd Greenbac Checks. 


Name. = 
Address. 


Business. 
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EXHIBIT “C” 


AMENDED BALANCE SHEET 
Name of Bank 
December 31, 1928 
Date 
Adjustments 
ASSETS Per Books Debit Credit 
Cash on Hand and in Banks $194,505.21 $ $ 
Loans and Discounts 510,607.40 (1)10,000.00 
Other Stock and Securities 40,500.00 
U. $. Bonds 110,000.00 
Other Bonds 320,000.00 (2) 4,600.00 
Banking House 39,000.00 (4) 30,000.00 
Furniture and Fixtures 2,500.00 (4) 1,500.00 
Mechanical Office Equipment (4) 5,000.00 
Other Real Estate 


Amended 
$194,505.21 
520,607.40 
40,500.00 
110,000.00 
324,600.00 
69,000.00 
4,000.00 
5,000.00 
16,000.00 


17,553.19 (6)1,555.19 


Beceapauersie 


LIABILITIES and CAPITAL 


Reserve for Depreciation 
Undivided Profits 


(5) 17,180.00 
(1) 10,000.00 
(2) 4,600.00 
(4) 36,500.00 


17,180.00 
29,167.22 (5)17,180.00 
(6) 1,555.19 


61,532.03 





Explanation of Adjustments 

Notes of J. J. Jones ordered charged off by bank examiner in 1928 which were not 
ascertained to be worthless. (See addition to book income, adjustment “‘a.”’) 

To restore premiums, less discounts, on bonds on hand December 31, 1928. Recon- 
ciled to adjustment (3) on January 1, 1928, balance sheet as follows: Unextinguished 
premiums, etc., January 1, 1928—-$7200; deduct amount extinguished by sales during 
year $3475 and add amount to be capitalized on purchases during the year, $875, which 
equals $4600. 

To restore to cost of property accounts the depreciation which has been credited 
direct to such accounts and to restore the cost of mechanical equipment previously 


charged to expense. 


To set up the corrected depreciation charges to date in a reserve account. 
To eliminate as part of the cost of other real estate, interest and taxes added to 


the account in error. 


ior an exhaustive study of depreciation 
methods as they might concern property 
ordinarily owned by a bank, reference 
is made to a pamphlet issued by the 
Treasury Department entitled “Depre- 
ciation Studies of the Bureau of In- 
ternal Revenue.” The contents of this 
pamphlet are valuable as an indicator 
of Treasury Department policy con- 
cerning depreciation methods and make 
a distinction between ordinary repairs 
and replacement. They also tend to ex- 
plain the logic upon which the income 
tax regulations concerning depreciation 


are based. 


The Treasury Department does not 
attempt to make hard and fast rules 
concerning the rate of depreciation as- 
signable to the various classes of assets 
or to dictate a method to be used. 
Article 201 of Regulation 74 states in 
part that: 


“A reasonable allowance for exhaustion, 
wear and tear, and obsolescence of prop- 
erty used in the trade or business may be 
deducted from gross income. For conve- 
nience such an allowance will usually be re- 
ferred to as depreciation, excluding from 
the term any idea of a mere reduction in 
market value not resulting from exhaustion, 
wear and tear, or obsolescence. The proper 
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allowance for such depreciation of any prop- 
erty used in the trade or business is that 
amount which should be set aside for the 
taxable year in accordance with a reasonably 
consistent plan (not necessarily at a uni- 
form rate), whereby the aggregate of the 
amounts so set aside, plus the salvage value, 
will, at the end of the useful life of the 
property in the business, equal the basis of 
the property. i 


Experience is the real basis that the 
Treasury Department uses in fixing 
rates or methods in cases where there 
is a conflict of opinion and I can think 
of no better basis for the taxpayer to 
use when computing the deduction to 
be claimed in its income tax returns. 
Experience will indicate that a type- 
writer, adding machine or check pro- 
tector in use for ten years is a rare 
specimen; however, when this kind of 
equipment is classed as furniture and 
fixtures the usual rate of depreciation, 
which is acceptable without question to 
income tax examiners and reviewers, is 
10 per cent.—meaning a life of ten 
years with no salvage value. A life of 


five years, which means a rate of ap ° 


proximately 20 per cent. where there is 
little or no salvage value, is more in 
keeping with the actual facts, especially 
in banks of the county seat size ahd 
larger ones. 

When a little time and thought are 
given to the matter of classifying the 
items which are ordinarily charged intc 
the great dumping ground—furniture 
and fixtures and reserve accounts main- 
tained for each class—it is not only 
possible to justify a higher rate of de- 
preciation on a certain part of such 
given to the matter of classifying the 
items which are ordinarily charged into 
accounts, will more closely resemble 
true valuation accounts. 

The same is true of real estate. 
Classification of real estate should not 
stop with the segregation of land and 
buildings. Due consideration should be 
given ‘to the age and construction. Ac- 
cording to construction, the proper rate 
f depreciation might vary from 1 to 
10 per cent. or more. For instance, 
steel and concrete superstructure with 
the usual accompanying walls, roof, 


floors, etc., 1 per cent.; good brick con- 
struction, 2 or 2% per -cent.: wood 
frame construction, 5 per cent. for 
good and maybe 10 for fair or poor. 

Where a rate is determined with re- 
lation to new construction and_ the 
property under consideration was ac 
quired some years after construction, 
the rate should be accelerated to meet 
the circumstances. 

It is impossible to give examples of 
forms to be followed in preparing a 
depreciation schedule within the limits 
of a short article, but it is hoped that 
the exhibits shown here will give an 
idea of how to adjust the accounts re- 
lating to depreciable assets for income 
tax purposes without the necessity of 
disturbing the books. 

It is intended that the article con- 
cerning supplemental records which is 
to appear in THE BANKERS MAGAZINE 
for December will include a short de 
scription of depreciation schedules and 
the method of preparing them. 


W. IRVING BULLARD JOINS 
CENTRAL TRUST 


W. Irvinc BuLiarp, formerly vice-presi 
dent of the Merchants National Bank of 
Boston, has been elected vice-president of 
the Central Trust Company of [linois, 
Chicago. While with the Merchants Na 
tional, Mr. Bullard was for several years 
associated with Eugene V. R. Thayer, then 
president of the institution and now chair 
man of the executive committee of the 
Central Trust Company. 

Mr. Bullard is an officer in a number 
of business associations and a director in 
several industrial concerns. 


MADE VICE-CHAIRMAN OF 
CHEMICAL COMPANY 


Leroy W. CAMPBELL has been _ elected 
vice-chairman of the board of the Chemical 
National Company, Inc., and vice-president 
of the Chemical Bank & Trust Company of 
New York. He was elected president ot 
Chemical National Associates last year, 
after having served for five years as prest 
dent of the City Bank & Trust Company 
of Hartford, Conn. The Chemical National 
Associates has been acquired by the bank 
and its affiliate, the Chemical National Com 
pany, Inc. The name of the affiliate is to 
be changed to Chemical Securities Cor 
poration. 
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A MONTHLY SURVEY OF CURRENT DEVELOPMENTS AFFECTING 
THE BANK INVESTMENT MARKET 
PREPARED EXCLUSIVELY FOR THE BANKERS MAGAZINE 
By PAUL WILLARD GARRETT 
Financial Editor of the “New York Evening Post” 
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Bonds Should Rise Another Year 


toward better levels for more than 
a year after business hits bottom 
in this slump if history over forty-five 
years of depressions is any guide. 
Uneducated Wall Street is watching 
for bottom in this business depression 
to dump bonds. It does not know its 
history or it would rest more easily. 
Large institutional and individual hold- 
ers of bonds should not find it neces- 
sary in times like these to sleep with 
one eye open. 
Assumptions that bonds will turn 


Bes will continue their march 


downward just as soon as business picks 
up have no foundation in historic prec- 


edent. That bonds will fall when busi- 
ness recovers is a “hunch” that might 
cut many a bond profit in half for 
those who sell too soon. 

Assuming that August was the low 
month in this business depression, bonds 
will not reach their peak in the present 
movement until September, 1931, at 
the earliest if the historic rule holds. 
In only one instance have bonds con- 
tinued upward for as short a period as 
thirteen months after business touched 
bottom in a major recession. That was 
nearly forty years ago. After business 
teached bottom in April, 1891, bonds 
tose only thirteen months, to June, 
1892, before they turned temporarily 
downward. 

With but a normal break of good 
luck the best prices for bonds will not 
be seen until 1932. That is to say, in 
forty-five years of depressions bonds 
have risen on the average twenty-one 
months after business reached bottom. 
If August marked the low in industry 
a “normal” life expectancy for the 


present bull market in bonds would be 
twenty-one months. It would then not 
breathe its last bullish breath until the 
spring flowers begin to push up through 
the ground in April, 1932. 

Obviously these are but the com- 
putations of average performances. Bond 
markets, like insured individuals, some- 
times develop heart trouble. They do 
not always last the full span of years 
allotted to them on the mortality tables. 


BOND MARKETS THAT DIED YOUNG 


Instead of the allotted twenty-one 
months of life after business hits bot- 
tom, bond markets on seven different 
occasions in the last dozen major de- 
pressions have died young. Following 
the January, 1885, bottom in business, 
bonds reached a peak in fourteen 
months. Rising bond quotations were 
checked in. thirteen months after the 
April, 1891, business low. — Fifteen 
months of mounting bond values only 
followed the October, 1896, bottom. 
Fifteen months of rise succeeded the 
January, 1901, business low. Twenty 
months of improving bond prices fol- 
lowed the January, 1908, bottom in 
business. And then, in the memory of 
most of us, but seventeen months of im- 
proving quotations followed the April, 
1921, bottom in production before 
bonds turned down. 

But if the bull market in bonds died 
young after the 1885, 1891, 1896, 
1901, 1903, 1908 and 1921 depression 
bottoms, it did not in any instance end 
its days until it had become more than 
a yearling. If the present bull market 
in bonds dies in its swaddling clothes 
it will be the first in recorded history 
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back to 1885 to make so feeble a re- 
sponse to life-giving injections. 

Now it does not follow that what 
has been true for past conditions will 
come true again. We cannot look on 
these chapters in history as a guarantee 
that bonds after bottom is reached in 
this depression will continue upward 
for a minimum period of thirteen 
months. 


RESPECT FOR PRECEDENT HAS GROWN 


But respect for precedent has grown 
in the last year. From the discard, 
books on business cycles have come 
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back into the class of best sellers. In- 
vestors who thought a year ago that the 
“new era” had eliminated bonds as in- 
struments for their investment port: 
folios are revising their theories. 

Not as an infallible guide to the 
future but as a helpful background let 
us then see what history tells us might 
reasonably be expected. 

Below is a tabulation of dates for 
various major depression bottoms since 
1885. Opposite each date is shown the 


number of months that bonds continued 
up after business hit bottom, or more 
exactly the number of months it took 


MILLIONS of DOLLARS 





INVESTMENTS 
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BANK PurRcHASES OF Bonps CoNTINUE 
What the above chart plainly shows is that reporting member banks of the Reserve 
System have been buying bonds steadily and heavily since early March this year. 
In consequence, the volume of investments held in the portfolios of these banks now 


stands substantially higher than at this time either in 1929 or 1928. 


Expansion in 


investments at this stage of the business cycle is a development that has been 
witnessed very often before. 





Bonds for Investment 


Public Utility, Municipal, Railroad, 
Industrial, Real Estate, 
Foreign and Domestic 
Financing 


Harris, Forbes & Company 
NEW YORK 


Harris, Forbes & Co 
Incorporated 
Boston 
Harris, Forbes & Co., Ltd. 
Montreal 


for bonds to reach a peak after the de- 
pression struck its lowest level. 
Bonds 


continued up 
(in months) 


Depression 
bottoms 
January, 1885 

May, 1887 
April, 1891 
October, 1893 
October, 1896 
January, 1901 
December, 1903 
January, 1908 
November, 1914 
April, 1921 
June, 1924 
August, 1929 (to date) 


What must impress any careful ob- 
servor is that, like insured individuals 
with strong hearts, the bond market 
sometimes lives to a ripe old age. In- 
stead of the allotted twenty-one months 
It ran on in one instance for forty-two 
months after business hit bottom. That 
was tollowing the 1924 depression— 
the most recent example recorded in 
the tabulation. After 1914 bonds con- 
tinued apward twenty-six months. Fol- 


~ 


Harris Trust and Savings Bank 
Bond Department 
Chicago 


Harris, Forbes & Co., Ltd. 
London 


‘lowing the 1887 and 1893 depression 


bottoms bonds moved forward twenty- 
four and twenty-three months, respec- 
tively. 

POWERFUL FORCES 


Two powerful forces now are work- 
ing on the bond market—one for higher 
prices and one against—that more than 
any other known elements will de- 
termine the trend from here on. If one 
proves its dominance in years to come 
bonds will receive an impetus to rise. 
If the other governs our markets bonds 
can scarcely maintain for long a strong 
upward movement. Two questions 
must be answered before making any 
final forecast on the future markets in 
bonds: Will commodity prices continue 
their downward trend? Will investors 
over the country resume their “stock- 
minded” habits in 1931? Answer those 
two questions satisfactorily and you will 
come close to an accurate measure of a 
powerful force that this year has been 
working for higher bond prices and one 
that in 1929 was working for lower 
bond prices. 
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National City brings you 
complete financial service— 
world-wide in scope. 


Your customers want cold 


facts . . . on investments 


you can get them promptly 
from National City. 


The National City Company 
National City Bank Building, New York 
BONDS +» SHORT TERM NOTES +* ACCEPTANCES 
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Business Hotps at SUMMER’S Low LEVEL 


August normally ushers in some improvement in business of a seasonal character but 


those who expected more this year were doomed to disappointment. 
that month did no more than hold the low levels witnessed in July. 


Business in 
Consequently! 


expectations of better than a seasonal expansion in production this autumn have 


been abandoned in many quarters. 


In times past bond prices have 


continued to 


rise on the average twenty-one months after the low has been reached in productive 
activity: 


Certain it is for the present that the 
declining price level is operating for 
better bond prices. Gold shortages and 
modern inventive genius when applied 
to production tend to depress rather 


than inflate commodity prices. They 
tend to make commodities less valuable 
in terms of gold. Whatever rallies may 
come as a reflex from the violent de- 
Pression in prices in the last year the 
chances seem better than even that the 
world faces a declining rather than 
rising price level in years to come. 

What the 1931 attitude of the pub- 
lic will be toward stocks is as much a 
question for the psychologist as the 


economist. Perhaps neither would ex- 
pect a return of the 1929 “stock 
mindedness.” Too many of our late 
speculators on a small scale find them- 
selves in an impoverished condition. An 
attitude of caution has replaced one of 
reckless abandon. Investments are tak- 
ing on some of their old-time sweetness. 

All of which suggests that perhaps 
history will be given an opportunity to 
repeat itself in the next year. If it 
does investors who sell now will cut 
their profits short. Unless all precedent 
is wrong this is not the time to liquidate 
bonds but rather to sit idly by while 
they multiply in value during the next 
year of business adjustment. 
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FOUNDERS 
CORPORATION 





A holding company with 
substantial investments 
in public utility, insur- 
ance and other impor- 
tant fields. Controls 
American Founders 
Corporation. 


WV 





BANK BOND HOLDINGS REACH 
NEW PEAK 


ANK bond holdings at the end 
B of July, 1930, were at their peak 

for all time, Harold E. Wood, 
vice-president and director of the Fore- 
man-State Corporation, investment 
afhliate of the Forman-State National 
Bank of Chicago, told members of 
Group One of the Michigan Bankers 
Association in a recent address on the 
subject, “Is Present Day Bank Buying 
of Bonds Sound?” The figure for bank 
bond holdings at the end of July was 
$6,290,000,000, Mr. Wood said, and 
was $75,000,000 over the former peak 
of the early summer of 1928. 

The question, Mr. Wood said, is 
particularly pertinent now when, as in 
1924 and 1927, the banker, faced with 
the problem of surplus funds and low 
money rates as contrasted with 4 per 
cent. on time deposits, turns to the se- 
curities markets for relief. 

“Mindful of the losses he took in 


his bond account in 1928 and 1929,” 
Mr. Wood declared, “the banker 
bought timidly at first, but the neces- 
sity for income has made him go into 
the bond market more and more, until 
the extent of present-day bank buying 
is revealed in the current reports of 
the Federal Reserve banks. For the 
week ended August 20, 1930, there 
was an increase of $43,000,000 in the 
combined corporate holdings of the 
twelve Federal Reserve banks, and 
$62,000,000 in governments. For the 
year the increase was $855,000,000.” 

Mr. Wood called attention to the 
tendency to buy far more long time 
bonds than seems justified. ‘Probably 
many are bought through total lack 
of policy,” he said, “but often from 
a belief that by having the greater 
proportion of the portfolio in longer 
maturities, a substantial profit can be 
realized. This amounts to taking ‘a 
risk position’ and is the reason why, 
through the purchase of too many long 
time bonds in 1928, banks had such a 
loss in the following eighteen months. 

“There is one way to counteract the 
danger of having long term bonds 
bought during easy money, when in- 
terest rates advance with business ac: 
tivity. That is through the purchase 
of convertible bonds which reflect 
stock market values, sure to increase at 
such a time. It is true the purchase of 
high grade convertible bonds ‘has 
proved a life-saver for many bank bond 
accounts, by a hedging operation. I 
refer to such issues as American Tele- 
phone and Telegraph; Chicago, North 
western or Southern Pacific convertibles 
purchased at the time they are initially 
offered, when they reflect in their 
coupon the going rate, and with a con 
version not too far away to get the 
full advantage of any extended advance 
in the stock market. If bonds go off 
it is usually as the result of a condi 
tion which makes the conversion valu- 
able, and if it has no value, it is 
cause bond prices are steady. It is a 
sort of ‘golden mean’ which provides 
against loss through long time invest’ 
ment.” 





The Relation of Deposits to 
Secondary Reserves 


By Dr. Paut M. ATKINS 


Engineer-Economist, Ames, Emerich @ Co., Inc. 


most important factor in estab- 

lishing and controlling a secon- 
dary reserve. This fact is, or should 
be, so obvious as not to need mention, 
and yet repeatedly secondary reserves 
are computed as a percentage of total 
assets. It is quite clear, of course, that 
as the secondary reserve is composed of 
assets of various kinds, it may be ex- 
pressed as a proportion of the total 
resources. It must be calculated, how- 
ever, on the basis of the deposits, which 
are liabilities, and not on the basis of 
the resources of the bank. 

The name itself should convey this 
idea at once, for it implies the existence 
of a primary reserve, as it would be 
impossible to have a “secondary re- 
serve’ unless a “primary reserve” 
already were in effect. A “secondary 
reserve” would naturally be ancillary 
to the primary reserve. Everyone 
realizes that the primary reserve is 
computed on the basis of the deposits. 
Its close relation with the “legal re- 
serve” makes this evident. The secon- 
dary reserve, like the primary and legal 
reserves, depends directly on the de- 
posits of a bank. 

The general statement to the effect 
that the secondary reserve is computed 
on the basis of the deposits of a bank 
is only the beginning of the story of 
this relationship. In order for this 
story to be understood and hence of 
use in the control of a secondary re- 
serve, it is desirable to analyze this 
relationship and learn the details which 
ate involved. 


[yn im are, perhaps, the single 


DISTINCTION BETWEEN DEMAND AND 
TIME DEPOSITS 


In the first place, a distinction should 
be made hetween the demand and time 


deposits of a bank when calculating 
the secondary reserve. This fact would 
seem to be obvious, because of the dif- 
ference in the nature of the two types 
of deposits. One of them is payable 
at sight whenever demanded during the 
regular banking hours; the other is pay- 
able only on some specified future date 
or after the lapse of a determined 
length of time, upon notice. It would 
seem, however, that it is not clear in 
certain localities, for some of the states 
require the same legal reserve against 
time deposits that they do against de- 
mand deposits, and vice versa.. On 
this basis, it would be appropriate to 
compute the secondary reserve on the 
basis of the total deposits. 

Not only is it theoretically incorrect 
to compute reserves—legal, primary or 
secondary—on the basis of the com- 
bined deposits, state laws to the con- 
trary notwithstanding, but it also 
presents formidable practical difficulties. 
The most essential characteristic of 
demand deposits is the fact that they 
are payable at sight. It makes no 
difference whether the deposit was 
created by the transfer to the bank of 
cash or cash items, or by giving a note; 
the liability of the bank to pay these 
deposits when requested by the de- 
positor exists at all times. It is neces- 
sary, therefore, for a bank to maintain 
substantial reserves, both primary and 
secondary, against these deposits. On 
the other hand, usually little or no 
interest is paid on such deposits, and 
hence it is not necessary to obtain high 
earnings, for this reason, on the assets 
into which the deposits are converted. 
This fact makes it practically possible 
to establish adequate reserves for this 
class of deposit, even though the yield 
obtained from these reserves is small. 
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In the case of time deposits, on the 
other hand, the circumstances are 
radically different. Savings deposits 
are, in practically all cases, legally re- 
payable only upon notice to the bank. 
The period usually required is thirty 
days. Time deposits, in the form of 
certificates of deposit, usually are pay- 
able on a certain pre-determined date 
or upon notice of several weeks. As 
soon as a certificate of deposit is due 
within thirty days, it is appropriate to 
class it as a time deposit, and in many 
instances this is done. It is evident, 
however, that there is no need for 
reserves of the same _ proportional 
amount in the case of time deposits as 
in that of demand deposits, for it is 
possible for a bank to require notice of 
some length before withdrawal if it 
desires it. On the other hand, it is 
customary for banks to pay a fairly 
substantial rate of interest on time de- 
posits, no matter what form they may 
take. It is absolutely essential, there- 
fore, to obtain a reasonable return from 


the assets into which the time deposits 
are converted in order to make possible 


the payment of this interest. Further, 
a larger proportion of the time deposits 
must be invested in income-producing 
assets in order to provide the greater 
interest payments than in the case of 
the demand deposits. No mention has 
been made of the necessity of revenue 
over and above that needed for interest 
payments on deposits in order to pro’ 
vide for operating expenses and profit, 
but such revenue must, of course, be 
provided. 

It may appear to many readers that 
the foregoing discussion is unnecessarily 
elementary and deals with facts that 
are so obvious as to need no mention. 
As long as many of the states retain 
on their statute books or in their state 
banking regulations the requirement 
that the same legal reserve must be 
maintained against time deposits and 
demand deposits alike, it is evident 
that this situation is not understood 
by many who are intimately concerned 
with bank operations. While the rela- 
tion of secondary reserves to the dis- 
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tribution of deposits has not been 
stressed in the foregoing paragraphs, 
what has been said about reserves and 
deposits in general applies with full 
force to secondary reserves. 

The fact that the amount of secon- 
dary reserves depends on the amount of 
the deposits of a bank and their dis 
tribution between time and demand 
deposits represents only the most gen- 
eral statement in regard to their rela: 
tionship. It is necessary to push the 
analysis still further. Deposits are not 
static in their amounts; they are con- 
stantly fluctuating. In the case of the 
legal reserve it is required to take these 
fluctuations into account. In the case 
of the primary reserve it is highly de 
sirable to do so. In both cases, since 
these reserves are made up of cash and 
cash items, there is no difficulty in 
having the reserve follow the deposits, 
provided the cash can be obtained. 
That, of course, is another story, with 
which we are not at present concerned, 
although it is frequently very interest: 
ing to the banker. 


FLUCTUATION DESIRABLE 


It is equally desirable to have the 
secondary reserve increase and decrease 
with the variations in the deposits, in 
this way making sure that this rseerve 
would at all times be adequate, but 
not excessive. Theoretically, as well 
as practically, however, it does not 
appear desirable to attempt to have the 
secondary reserve conform too closely 
to the shifts in the amounts of deposits. 
As a secondary reserve is usually com 
posed of assets such as call loans, 
commercial paper and bonds—assets 
which are commonly acquired in blocks 
of some size—it is not possible to 
modify the size of the secondary reserve 
by relatively small amounts. Moreover, 
the constant change in the form of the 
secondary reserve assets would cause 
a considerable amount of needless ex 
pense. 

Experience shows that it is usually 
sufficient to compute the standard 
amount of the secondary reserve every 
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six months on the basis of the deposits 
averaged over the preceding twelve 
months. Such a computation gives 
consideration to the cyclical changes in 
deposits without giving any great effect 
to the seasonal variations in deposits. 
As a matter of fact, of course, the 
creation of a secondary reserve is 
primarily for the purpose ot supplying 
any deficiencies in the primary reserve 
which result from seasonal fluctuations 
in deposit or from unusual and excep- 
tional causes. The fact that the secon- 
dary reserve is not always up to the 
standard amount set implies no unusual 
situation provided it has been drawn 
to meet the needs for which it was 
created. 

The secondary reserve depends not 
only upon the amount and distribution 
of the deposits between demand and 
time, but also upon the cyclical trends 
in deposits. As a practical matter, 
however, no consideration is given to 
minor fluctuations in the volume of 
deposits. 


The relationship of the deposits to 
the secondary reserve of a bank does 
not stop at this point, however. There 
is still another phase to be considered. 
This is the matter of the distribution 
of the average size of the deposit ac- 


counts. Experience shows that there 
is usually greater fluctuation in the 
volume of deposits when the deposits 
are made up of a small number of 
large accounts than when the same total 
is composed of a large number of small 
accounts. The sharpness of the fluc- 
tuations, in particular, is frequently 
accentuated when the deposits are few, 
but large. Under such circumstances, 
therefore, it is desirable to have a larger 
and more liquid secondary reserve than 
when the deposits are composed largely 
of small accounts. 

A study of the nature of the de- 
posits of a bank, therefore, is one of 
the first steps to be taken when estab- 
lishing a secondary reserve. The rela- 
tionships between these two are several 
and intimate. The study, once made, 
should be continued, for information 
in regard to changes in both of them 
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is essential to the satisfactory control 
of the latter. It should never be lost 
from view that the secondary reserve 
is for the deposits, exactly as is the 
primary reserve. If it were not for 
the deposits, there would be no reason 
for the existence of a secondary re- 
serve. In brief, the dependence of the 
secondary reserve upon the deposits of 
a bank takes effect in three ways: 

1. The amount of the deposits and 
their distribution between demand and 
time deposits. 

2. The fluctuations in the amount 
of these two classes of deposits. 

3. The distribution of the size of the 
deposit accounts. 
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BAD PLACE FOR BANK 
BURGLARS 


From the following dispatch from Hamilton 
to the Toronto Evening Telegram one infers 
that Canada is not a favorable country for 
the operations of bank burglars: 

“Just twenty-one hours after they walked 
into the Lottridge and Barton Street branch 
of the Royal Bank of Canada and held up 
the staff to the tune of $3000, Jack Nevins 
and Norman Sherratt, both of Toronto, today 
stood up for sentence in city police court 
and were committed to the Kingston peni- 
tentiary for eight years. Magistrate H. A. 
Burbridge tacked on an additional penalty 
of thirty lashes each.” 


GREAT BRITAIN’S ALLEGED 
DECLINE 


“Far, indeed, from its being the case that 
our competitive power deteriorated during 
the last twelve months, the weight of evi- 
dence favors the conclusion that British in- 
dustry, after losing ground relatively to its 
competitors between 1923 and 1928, last 
year progressed to an extent greater than 
that achieved by most industrial countries. 
Measured in terms of indices (1924100) 
British production rose in volume between 
1928 and 1929 from 105 to 111; our net 
raw material imports from 101 to 113; our 
total foreign trade turnover from 106 to 112: 
and our consumption of coal and electricity 
combined from 105 to 111. Although the 
absolute level of 1924 was not high enough 
for us to be complacent over the present 
position, last year’s advance was sufficiently 
striking to enable us to face a recession with- 
out foolish and feeble talk of ‘national de- 
cline.” “—London Economist. 





PAPER PROFITS 


Prorits from the paper and paper products industry in Wisconsin are a 
significant element in the balanced industrial and agricultural prosperity 
of this state. In the manufacture of paper, Wisconsin ranks third among all 
states with an annual production of more than $87,000,000.* In pulpwood 
consumption and the production of wood-pulp, Wisconsin ranks second. 


The First Wisconsin National Bank, directly and through its correspondents, 
has cooperated in the development of this important industry. 


Your inquiries concerning Wisconsin industry and Wisconsin agriculture 
will receive the personal attention of our officers. 


*87,495,395 in 1927—latest figure available 


FIRST WISCONSIN 
NATIONAL BANK 


MILWAUKEE 
Unit of Wisconsin Bankshares Group 





The Safe Deposit Department 


Its Responsibilities Are Great and Financial Returns Are Too 
Often Inadequate 


By W. O. McC.Lure 
Manager of the Safe Deposit Department the Cleveland Trust Company 


visory Council was organized in 

1925 and its membership consists 
of representatives from the various safe 
deposit associations throughout the 
country. At the time of its organiza- 
tion its first president, Edward J. 
Phelps of the Northern Trust Com- 
pany, Chicago, made the statement that 
in his opinion the matter of most 
importance to the safe deposit interests 
of the country was the fact that the 
bankers did not fully realize the re- 
sponsibilities involved in the conduct of 
the safe deposit business. That opinion 
has been fully concurred in by the 
members of the National Council. One 
of the aims of the Council has been to 
endeavor to get this viewpoint more 
clearly before the bankers of the 
country. 


ik National Safe Deposit Ad- 


PART OF BANKING BUSINESS 

The safe deposit business is a logical 
part of the banking business. The first 
safe deposit vault came into existence 
about seventy years ago. The common 
practice had been for the bank customer 
who possessed mortgages, notes, deeds, 
abstracts, etc., to bring them in a tin 
box to his banker for safe keeping. At 
the time of the organization of the 
national banking system, the need for 
the custody of Government bonds was 
more emphatically realized; hence the 
installation of safe deposit vaults for 
the safe keeping of the growing securi- 
ties. The first safe deposit vaults were 
operated by safe deposit corporations 
having no banking affiliations. Today, 
with but few exceptions, the safe de- 
posit vaults, which -have grown to a 
very large number due~to the great 


volume of securities which now exist, 
are: operated as departments of the 
banks::or by corporations controlled by 
or afhliated :with banks. The modern 
fully equipped-bank finds the safe de- 
posit department? an. essential feature 
in providing service for its customers. 
In the selling -of ~securities and the 


W. O. McCLure 


Manager safe deposit department 
Cleveland Trust Company. 


tmansferring of stocks the bank finds 
it desirable and logical to provide the 
customer with a place for their safe 
keeping. If a customer wishes to make 
a collateral loan or real estate loan 
with his bank,. it is convenient to have 
his safe deposit box in the same build- 
ing. Furthermore, the general feeling 
is that the best method of safeguarding 
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one’s securities and valuable papers is 
under bank protection. 


“DUE DILIGENCE” 


The nature and character of the 
safe deposit business obviously calls for 
a high degree of care. In the obser- 
vance of “due diligence” in the protec- 
tion and custody of the customers’ 
property, many features have to be 
considered. The depositary is required 
to provide adequate physical equipment, 
i. e., such equipment as a jury would 
consider adequate in case of litigation 
where the customer had claimed a loss 
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not apparently take into consideration 
the responsibilities involved in the con- 
duct of the business. It is fortunate 
that the following statements do not 
apply to all banks of the country. 


LAX METHODS 


Some banks have no contracts with 
their customers covering the rental of 
safe deposit boxes; they merely give 
them the keys, in some cases taking a 
receipt for same. In some cases the 
bank retains one key, which proves a 
very convenient arrangement should 
the customer come without his key, or 


“Some banks have no contracts with their customers covering 
the rental of safe deposit boxes; they merely give them the keys, in 


some cases taking a receipt for same. 


In some cases the bank 


retains one key, which proves a very convenient arrangement should 


the customer come without his key, or lose it. 


Some banks keep 


the keys to unrented safes on a board in the vault, or in a desk 
drawer, while the guard key is kept on a nail in the vault so that 


the customer can help himself.” 


through interference from without. 
Such equipment, which in the case of 
the country bank need not be equal to 
that of some of the large city banks, 
where in many cases the matter of ad- 
vertising is concerned, must neverthe- 
less be equal to the general type of 
equipment in the community, and such 
as vault engineers and vault manufac- 
turers recommend for such communi- 
ties. 

In the matter of operation the de- 
positary is called upon to exercise such 
care as would reasonably insure the 
safety of and properly protect the 
customer's property. The fact that the 
nature and the contents of safe deposit 
boxes and their value are unknown to 
the depositary would in itself call for 
a high degree of care on the part of 
the depositary purgly as a matter of 
sound business policy. 

It is to be regretted that many 
banks operating safe deposit vaults do 


lose it. Some banks keep the keys to 
unrented safes on a board in the vault, 
or in a desk drawer, while the guard 
key is kept on a nail in the vault so 
that the customer can help himself. 
Some banks which would scorn the 
above forms of practice nevertheless in 
re-renting safes give to the new cus 
tomer the same keys .which had been 
used by the former renter. They allow 
customers to be alone in the vault, or, 
in case they go to a room, allow the 
customer to leave the keys in the door 
of his safe. Some do not keep any 
record of accesses to safes, or check 
the customer when he returns the tin 
box to the safe. Some banks place 
young and inexperienced persons in 
charge of the vaults, or elderly persons 
who have served their usefulness in 
other departments of the bank, as cus 
todians. Many banks do not see the 
necessity of being members of safe 
deposit associations, nor of sending their 
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vault employes to the meetings of the 
associations where methods of opera- 
tion and legal questions are discussed. 
They do not consider it essential that 
they should be familiar with what is 
known as “the custom of the trade.” 
Of the cases of litigation on record 
where customers have claimed loss of 
contents of safes, the majority have 
been decided in favor of the plaintiff, 
and in nearly all of these cases inade- 
quate equipment or lax methods of 
operation, or both, have apparently 
been the reasons for the decisions 
rendered against the depositaries. 

Some of the small banks install a 


are made. In fact there are few city 
banks where intelligent and careful 
service is rendered that operate their 
safe deposit departments at a profit 
with a minimum rental charge of even 
$5 a year, and where all operating and 
overhead charges are made. 

Bankers recently have been study- 
ing the cost of operation and service 
rendered. Unprofitable accounts, re- 
turn items, cost of stationery, etc. have 
been the object of study in many cases, 
and suitable action taken. They do 
not yet, however, seem to have gotten 
to the consideration of cost of safe 
deposit operation. 


“Some of the small banks install a few safe deposit boxes for 
the use of their bank customers, and feel that if no rental charge is 
made they have no responsibility. This is an erroneous belief. 
Others make installations because their neighbors have done so, and 
in order to make the safes a drawing card, rent them for a price less 
than that charged by their competitors. They feel that all the in- 
come is gain. They do not figure return on investment, deprecia- 


tion, cost of service or liability assumed.” 


few safe deposit boxes for use of their 
bank customers, and feel that if no 
rental charge is made they have no re- 
sponsibility. This is an erroneous belief. 
Others make installations because their 
neighbors have done so and in order 
to make the safes a drawing card rent 
them for a price less than that charged 
by their competitors. They feel that 
all the income is gain. They do not 
figure return on investment, deprecia- 
tion, cost of service or liability assumed. 

Banks are not eleemosynary institu- 
tions. They cannot continue long in 
existence if they do not operate at a 
profit. In the last nine years more 
than 5000 banks in the country have 
failed. Nearly all of them have been 
in communities of 10,000 or less. It 
is in these communities that we largely 
find safe deposit boxes rented at one, 
two or perhaps three dollars a year. 
There is no profit for a bank at such 
rates if operating and overhead charges 


COST ACCOUNTING 


A committee of the National Safe 
Deposit Council recently sent out a 
questionnaire to the banks having mem- 
bership in the safe deposit associations 
of the country. The questionnaire 
dealt with matters of revenue and cost 
of operation with a view to ascertain- 
ing whether the safe deposit business 
was being operated at a profit. It 
was optional with the banks answering 
the questionnaire as to whether they 
gave their names or not. Of the 697 
banks located in twenty-seven different 
states returning answers, 25 per cent. 
reported paying operating costs from 
gross earnings, but with few exceptions 
no charges were made for interest on 
investment, depreciation or general 
overhead. Fifty-two per cent. of the 
banks reporting have separate safe de- 
posit vaults, while 26. per cent. use 
a part of their regular bank vaults for 
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housing the safe deposit boxes. Seventy- 
two per cent. of the banks reported 
“do not keep a record of cost of opera- 
tion,” while 3 per cent. pay only a 
small percentage of operation. Some 
of the reporting banks answered the 
question negatively as to whether they 
kept records of charges of operation of 
their vaults; yet they answered afhirma- 
tively the question if they operate at a 
profit. The questionnaire also revealed 
the fact that the rates of rental for 
minimum sized safes ranged from the 
ridiculously low price of $1 a year, 
up to $10. 

Many banks make no rental charge 
to the safe deposit departments. There 
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obviously be accepted as a banking 
axiom. 
ADEQUATE RETURN 


The question of adequate return has 
been a matter of discussion and study 
at the meetings of the National Safe 
Deposit Council and the safe deposit 
conventions: for some time, and the 
safe deposit managers feel the public 
has not been brought to realize the 
value and importance of the service 
rendered by the banks in providing 
safe deposit facilities. 

The safe deposit box is a necessity 
for the person who has securities and 
valuable papers to protect. The rental 


“The rental of safe deposit boxes is about the only item that has 


not increased in price since 1914. 


pay more for shoes, clothing, 


The public does not hesitate to 


entertainment, ete., than it did a few 


vears ago, and yet it is ee and hard to understand that some 
> asked to pay $5 for a safe deposit box 


people look aghast if they 
in an up-to- date city vault.” 


is a feeling on the part of many that 
the safe deposit department aids the 
banking and trust departments  in- 
directly. It is particularly true that 
many safe deposit customers surrender 
their safes when they place their securi- 
ties under a trust agreement with the 
trust or estates departments. It should 
also be remembered that most banking 
customers prefer to have their safe de- 
posit boxes where they do their banking 
business 

The superintendent of banks of Ohio, 
O. C. Gray, was recently quoted as 
saying: “The banker of today should 
be a good merchandiser. He should 
impress the patron with the idea that 
the service he receives from the bank 
is worth while and should be paid for 
—-banks must strive constantly for 
greater efficiency in order to be suc- 
cessful—to show a profit for their 
stockholders and furnish adequate ser- 
vice for their patrons.” 


The above is well stated and should 


of safe deposit boxes is about the only 
item that has not increased in price 
since 1914. The public does not hesi- 
tate to pay more for shoes, clothing, 
entertainment, etc., than it did a few 
years ago, and yet it is surprising and 
hard to understand that some people 
look aghast if they are asked to pay 
$5 for a safe deposit box in an up-to 
date city vault, especially if they have 
been accustomed to pay $2 or $3 a 
year elsewhere. And this is for the 
protection of their property, perchance 
the securities which furnish the income 
from which they are perfectly willing 
to pay the extra four or five dollars 
or more for shoes, entertainment, 
than they formerly did. The fact is 
that the bankers in many cases have 
not fully considered the Ate of the 
service they have been rendering and 
too often have treated the safe deposit 
part of their business as a side issue. 

It is estimated that there are in the 
neighborhood of five million safe de: 
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posit boxes in the country—four million 
of which are in use. This means that 
about one family in six uses a safe 
deposit box. This seems a low average, 
but that’s another matter. It is more 
than probable that in the case of half 
the number in use, the price of the 
minimum size will range from $1 to $3 
a year. If instead a minimum price 
of at least $5 a year were obtained 
and the price of the larger sizes raised 
in proportion, it is obvious it would 
add much to the revenues of the banks. 

Some of the banks in the East have 
been endeavoring to secure more ade- 
quate return and with quite satisfactory 
results. In the first place they have 
realized that the average customer rent- 
ing a minimum size safe, does not need 
one with a door three or four inches 
high—a safe 2x5x24 will meet the 
majority of requirements in this class. 
Some banks even have a minimum size 
of 2x5x12. A member bank of the 
National Council recently reported that 
it had been charging $3 a year for its 
smallest size safe. When it moved 
into its new building it decided to 
raise the price of its smallest size to 
$5 a year. It did this without the co- 
operation of its competitors, which it 
had endeavored to secure. Itidid lose 
a few of its rented safes at the first, 
but within two years the number of 
safes in use had been doubled and the 
safe deposit income trebled. Similar 
cases are on recotd where the customer 
has readily appreciated the value of the 
service rendered. 

The operation of a safe deposit vault 
is no sinecure. In addition to the 
responsibilities involved of providing 
proper equipment, and observing stand- 
ard methods of operation, there are 
many legal questions involved. Among 
the committees of the National Council 
is one for the study of legal problems. 
This committee stands ready to advise 
with and help any safe deposit associa- 
tion or bank member thereof which has 
safe deposit problems of a legal char- 
acter on its hands. Some of the un- 
fortunate decisions against inexperi- 
enced banks, which have essayed to 


handle their problems unaided, might 
have been decided differently had such 
banks first consulted the legal commit: 
tee of the National Council. 


SAFE DEPOSIT ORGANIZATION 


Some twenty-five years ago the first 
safe deposit association, namely, the 
New York State Safe Deposit Associa- 
tion, was organized. There are now 
some twenty in the country. These 
associations meet in convention annu- 
ally, and out of the discussions at 
these conventions, as well as at the 
monthly meetings of the associations, 
and also as well at the meetings of 
the National Council, much has been 
done to raise the standard of safe de- 
posit operation. At the recent national 


convention held in May in Boston, 
under the auspices of the Massachu 
setts Safe Deposit Association, the lead- 
ing topics discussed were problems of 
operation, legal questions and also the 
matter of adequate return. 

It appears obvious therefore that in 


the observance of “due diligence” in 
the operation of safe deposit vaults, 
and in compliance with the legal re 
quirements, it is an essential that the 
supervision and management of the 
vaults be trusted to skilled and efficient 
persons. It also seems logical that in 
order to secure competent persons 
throughout and render a high degree 
of service, that the vaults should be 
operated upon a paying basis. 

The American Bankers Association 
holds annual meetings. At none of 
these meetings have safe deposit prob 
lems been considered. Neither have 
the state banking associations given 
any general consideration to safe de 
posit matters at their annual gatherings. 

If the standards of safe deposit 
operation are to be raised, and as a 
condition precedent thereto, more ade 
quate return be secured, it devolves 
upon the bankers of the country to 
bring this about. In this the National 
Council will gladly co-operate in any 
way it can. 
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The South African Reserve Bank 


Some Interesting Comparisons With the Federal Reserve Banks 
of America 


By Dr. M. H. DE Kock 


which came into being in the be- American type in the New World is 

ginning of 1921, was based prin- an interesting development and may be 
cipally upon the Federal Reserve banks attributed to the growing realization 
of America. Various modifications were that under modern conditions of bank- 
made, of course, due to fundamental ing and commerce it is a great ad- 
differences in banking and other condi vantage to any country, irrespective of 
tions. In fact, some of the most difficult the stage of economic development, to 
problems of the South African Reserve have centralized cash reserves and the 
Bank have been found to be the result control of currency and credit vested 
of its functions and powers being in a bank which has the support of the 


To South African Reserve Bank, The rise of central banking of the 


Dr. de Kock is a distinguished South African economist and 
the author of several works on economic and financial subjects. 
He received his degree of Ph. D. from Harvard University and 
was for a number of years a member of the Board of Trade and 


Industries of the Union of South Africa, a governmental body 
corresponding to our Department of Commerce. He has visited 
the central banks of other countries and is now in the United 
States to examine the workings of the Federal Reserve System, 
which are of particular interest to South Africa, which has a 
similar system. 'The present article compares the reserve systems 
of South Africa and the United States. 


based too much on the model of the state and is subject to some form of 
Federal Reserve System. state control, directly or indirectly. 
Various other reserve banks of the 
American type have been established DIFFERENCES FROM FEDERAL RESERVE 
in South and Central America during 
the last ten years, but they have on With regard to the South African 
the whole been content merely with Reserve Bank, the principal deviations 
bringing about and maintaining the from the Federal Reserve System are 
stabilization of the currency and foreign the following: In the first place, it was 
exchange of their respective countries. decided to have a central reserve bank 
Like the Federal Reserve System, how- with branches in the principal towns 
ever, the South African Reserve Bank ii preference to the system obtaining 
is expected to do much more. After in the United States of regional re- 
several years’ deliberation Australia has serve banks with a co-ordinating body 
this year decided to create a reserve in Washington. This was done not 
bank on the lines of the South African only because the Union of South Africa 
Reserve Bank. has merely one-seventh the area of the 
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United States, but also because it has a 
central or unitary form of government 
in contrast to the Federal form in the 
United States and the commercial 
banks of South Africa are of the 
branch-banking type in contrast to 
unit banking in the United States. 
The centralization of control jn the 
case of the South African Reserve 
Bank has been further intensified by 
making the governor of the bank also 
the chairman of the board of directors 
and the deputy governor one of the 
directors. 

Thus, while it has several problems 
which the Federal Reserve System does 
not have, the South African Reserve 
Bank is free at least from the difh- 
culties, handicaps and delays which 
may arise from the necessity for co- 
ordination amongst the regional Re- 
serve banks and the Reserve Board in 
matters of policy. Moreover, in South 
Africa there is no need for governors’ 
conferences, a Federal advisory council, 
an open market committee and _allot- 
ment of purchases of bills and govern- 
ment securities to the various regional 
banks, and a gold settlement fund. 


RELATION OF GOVERNMENT AND BANK 


As regards the relationship between 
the government and the Reserve Bank 
in South Africa, the government ap- 


points the governor and deputy 
governor and three out of the other 
nine directors. In other words, out 
of the eleven directors who constitute 
the board the government appoints 
hve, including the chairman (i. e., the 
governor), and the stockholders elect 
the remaining six. Apart from being 
the depositary of government funds 
and fiscal agent for the government 
In some respects, the Reserve Bank has 
no other connection with the govern- 
ment in South Africa. In fact, at no 
time during the first nine years of its 
existence has the government or the 
treasury, in particular, tried to exert 
any influence on Reserve Bank policy, 
either through the governor and deputy 
fovernor or the three directors ap- 
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pointed by the government. It is the 
declared policy of the government not 
to do so. It may be emphasized that 
there is no official of the treasury on 
the board of the South African Reserve 
Bank, in contrast to the position in the 
United States, where the Secretary of 
the Treasury and the Comptroller of 
the Currency, though ex-officio, are 
chairman and member respectively of 
the Federal Reserve Board. The three 
directors appointed by the government 
are actively engaged in business and 
agriculture, and the governor and 
deputy governor are independent ofh- 
cers and not government employes, 
although appointed by the government. 

Like the Federal Reserve banks, 
therefore, the South African Reserve 
Bank may be described as an attempt 
to combine the advantages of private 
management and operation with those 
of state control, and at the same time 
avoid the disadvantages of both as far 
as possible, which is of vital importance 
in any sound scheme of central bank- 
ing. 

SOURCES OF CAPITAL 


As regards the sources from which 
the capital of the South African Re- 
serve Bank was obtained, the banks 
were not made the only stockholders 
as in the case of the Federal Reserve 
hanks. They were compelled to sub- 
scribe to the capital of the bank but 
not for the entire amount, and the 
public was also allowed to subscribe, 
which it did, subject to the provision 
that no stockholder other than a sub- 
scribing bank could hold more than 
£10,000 of the capital stock. 

At first the South African banks 
could elect three out of the six direc- 
tors allotted to the stockholders, and 
those three representatives could be 
directors or officers of the banks as is 
the practice in the United States. 
After two years, however, it was 
found to be more desirable to have no 
banking representatives on the board 
of the Reserve Bank, and accordingly 
an amendment was made to the effect 
that the six directors were to be elected 
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jointly by the banks and other stock- 
holders and that none are to be 
bankers, but that three must be or 
have been actively engaged in commerce 
or finance, one in agriculture, and two 
in other industrial pursuits. The 
South African Reserve Bank, therefore, 
is less of a bankers’ bank or bank 
belonging to commercial banks than 
the Federal Reserve banks, and this 
makes it somewhat more independent 
of the other banks and more of a real 
central bank than the Federal Reserve 
banks. 

Moreover, while all banks in the 
United States were not required to be- 
come members of the Federal Reserve 
System and keep reserve balances with 
the Reserve banks, provision was made 
by law that every bank transacting 
business in the Union of South Africa 
should keep certain minimum cash re- 
serves on deposit with the Reserve 
Bank. Out of about 26,000 banks in 
the United States only 9000 are mem- 
ber banks at present, although it must 
be added that the member banks con- 
trol about two-thirds of the banking 
resources of the United States. In 
South Africa, on the other hand, while 
all banks are members, there are only 
five in existence, of which two with 
branches all over the country control 
about 95 per cent. of the banking 
resources. In the field of banking, 
therefore, the United States and South 
Africa appear to be representing the 
two extremes, the one showing an 
undue development of independent unit 
banks and the other undue banking 
concentration. The ideal for both 
countries is probably somewhere in 
between. 

The minimum cash reserves to be 
kept on deposit with the South African 
Reserve Bank by the other banks are 
3 per cent. of their time deposits, as 
in the United States, and 10 per cent. 
of their demand deposits, compared with 
from 7 to 13 per cent. in the United 
States. In South Africa no distinction 
was made in respect of reserve per- 
centages between banks in central re- 
serve cities, reserve cities, and other 
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areas, since the big banks have branches 
in all parts of the country. 


DIVIDENDS 


As in the case of the Federal Re- 
serve banks, provision was made for a 
maximum dividend to be paid by the 
South African Reserve Bank, but it 
was fixed at 10 per cent. compared 
with 6 per cent. in the former case. 
The maximum dividend has been regu: 
larly paid since 1925. Moreover, the 
annual profits above 6 per cent. of the 
capital are divided amongst the re 
serve fund, the government and the 
stockholders on a basis laid down by 
law until the amount accruing to the 
stockholders plus the first 6 per cent. 
reaches the maximum dividend of 10 
per cent., the remaining profits being 
divided only between the reserve fund 
and the government. However, as 
soon as the amount in the reserve fund 
is equal to the capital, which is ex 
pected to take place within three years, 
the whole of the profits above 10 per 
cent. of the capital is to be paid to 
the government. This is similar to the 
practice in the United States, except 
that the reserve funds of the Federal 
Reserve banks continue to share in the 
profits even after the amount in the 
reserve fund of any Reserve bank is 
equal to the capital thereof, namely, 
10 per cent. to the reserve fund and 
90 per cent. to the government. 

With regard to the note issue the 
South African Reserve Bank was 
granted the sole right to issue bank 
notes in the Union, and the notes of 
the other banks were withdrawn as 
fast as possible. In the United States, 
on the other hand, the national banks 
retained the right to issue notes, sub 
ject to certain limitations, of course, 
and the greenbacks as well as gold and 
silver certificates have also been kept in 
circulation. 

As regards the reserves to be kept 
by the South African Reserve Bank 
against its notes and deposits, a legal 
minimum of 40 per cent. is require 
against both compared with 40 per 
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cent. against Federal Reserve notes and 
35 per cent. against the deposits of the 
Federal Reserve banks. The remainder 
of the note issue of the South African 
Reserve Bank was to be covered, as 
in the case of Federal Reserve notes, 
by commercial paper whether acquired 
by rediscounting or buying, but under 
an Amendment Act passed this year 
it was released from this obligation. 
This was done principally because there 
is a relatively small supply of suitable 
commercial paper available in South 
Africa for the purposes of the Reserve 
Bank and because so far that obligation 
could only be met through the bank’s 
holding of bills bought in the London 
money market. It was felt in any 
case that in a country where checks 
are largely used and the control of 
credit rather than currency is impor- 
tant, the issue of notes becomes a more 
or less automatic operation depending 
upon the currency requirements of 
general business and need not therefore 
always be restricted by the amount of 


commercial paper in the possession of 


the Reserve Bank. On the contrary, 
granted a Reserve Bank in such a 
country undertakes to control credit 
it is essential that the powers of note 
issue be made as wide and elastic as 
possible to meet all emergencies. 


WIDER POWERS 


While the South African Reserve 
Bank was largely organized on the 
basis of the Federal Reserve banks, it 
was granted substantially wider powers 
than the latter as regards dealing with 
the public. For example, it may accept 
money on deposit and collect money 
tor individual customers and not merely 
for banks, and it may discount bills 
of exchange, promissory notes and other 
commercial paper for any merchant, 
manufacturer, co-operative society or 
farmer, or it may make loans and ad- 
vances to them against such bills or 
other eligible paper as collateral. There 
is no obligation on the South African 
Reserve Bank to perform these func- 
tions, but the point is that the law 
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permits it to do so if it is deemed 
necessary or desirable. 

The main reasons for the granting of 
such wider powers are the following. 
First, there are only three commercial 
banks of any significance in South 
Africa, two of which together control 
over 95 per cent. of the ordinary 
banking business. This factor in itself 
would tend to restrict considerably the 
field of operations for the Reserve 
Bank as a bankers’ bank, in contrast to 
the conditions in the United States, 
where there are thousands of inde- 
pendent banks. Moreover, the commer- 
cial banks of South Africa had grown 
up and developed to a position of 
great strength quite independently and 
without the backing of a Reserve Bank, 
and consequently they were accustomed 
to carrying relatively large cash re- 
serves individually, sufficient to meet 
their needs in busy seasons and even 
in times of emergency. In addition, 
as the Reserve Bank was virtually 
super-imposed upon the other banks, 
it could naturally be expected that in 
the beginning at any rate the banks 
would be disinclined to borrow from 
the Reserve Bank to any extent and 
thus show reliance or dependence on 
it. This was also experienced in the 
United States during the first two years 
of the Federal Reserve System, but 
then the war and the consequent need 
for a considerable expansion of credit 
removed the disinclination and resent- 
ment on the part of the member banks 
to a large extent. The South African 
Reserve Bank, on the other hand, was 
established in 1921 at a time of severe 
deflation and depression. 

Second, there is no open money 
market in South Africa as in New 
York and some other large cities in the 
United States, where acceptances and 
other commercial paper as well as 
government securities are freely bought 
and sold by banks, dealers, brokers, 
merchants and others. The money 
markets of the United States are 
usually regarded as comprising four 
different sections with different rates 
for each section, namely, the accep- 
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tance market, the commercial paper 
market, the market for short-term 
government securities, and the call loan 
market. In. South Africa, however, 
not one of these has yet been estab- 
lished in the true sense of the word. 
The three commercial banks referred 
to above virtually constitute whatever 
money market there is. This lack of 
an open money market acts as a 
serious handicap to the South African 
Reserve Bank, since’ it cannot indulge 
in open market operations as the Fed- 
eral Reserve System regularly does, 
with a view to making its policy effec- 
tive. 
FEW TRADE ACCEPTANCES 


Third, there is a relatively small 
supply of trade acceptances ordinarily 
available in South Africa under pre- 
vailing conditions, while the banker's 
acceptance and the promissory note 
are hardly known as a means of obtain- 
ing bank credit. The system of credit 
on open accounts and overdrafts has 


always been the principal basis for the 
financing of domestic commercial trans’ 
actions in South Africa, the retailer 
usually extending credit on open ac- 
counts to farmers and other clients, 
and the wholesaler again to the retailer, 


while merchants and manufacturers 
generally borrow from the banks on 
current account, i. e., in the form of 
overdrafts. Some progress has indeed 
been made in recent years in connection 
with the use of trade acceptances in 
lieu of open accounts and overdrafts, 
but on the whole it has been small 
compared with the amount of publicity 
that has been given by the Reserve 
Bank to the relative advantages of 
trade acceptances. The same difficulty 
in regard to the trade acceptance has 
been experienced in the United States, 
but while from the point of view of 
the Federal Reserve banks the two 
name trade acceptance is a much better 
instrument of credit than the one-name 
Promissory note, yet the promissory 
note so largely used in the United 
States is much to be preferred to the 
system of open accounts and overdrafts 


prevailing in South Africa. Moreover, 
the considerable development of the 
banker's acceptance in the United 
States in recent years and the strong 
likelihood of its further development 
reduce the need or scope for trade 
acceptances in this country. 

In consequence of the relatively small 
supply of trade acceptances or other 
commercial paper in South Africa, the 
Reserve Bank has naturally been con- 
siderably handicapped in the perform- 
ance of its functions of controlling cur- 
rency and credit on sound and proper 
lines by having its most important and 
most natural field of operations as a 
central bank severely restricted. 

For the above-mentioned reasons the 
powers granted the South African Re- 
serve Bank for dealing with the public 
were wider than those granted the 
Federal Reserve banks, but while they 
were wider they were not wide enough 
under the peculiar circumstances. For 
example, the Reserve Bank was em- 
powered to discount trade acceptances 
or other commercial paper for anybody, 
but of a maturity not exceeding 90 
days, whereas many import and export 
bills in South Africa are drawn at 120 
days’ sight and the latter period is also 
a usual currency for such domestic 
trade acceptances as are created, and 
it must be borne in mind that there 
are no bill dealers or brokers in South 
Africa to carry them until they come 
within the eligible period. Moreover, 
the Reserve Bank was allowed to make 
advances against securities of the 
Union Government and local authori- 
ties, but not having more than six 
months to run, and to invest a sum 
not exceeding the paid-up capital and 
reserve in such securities, but not hav- 
ing more than two years to run, 
whereas under existing conditions in 
South Africa there are not any large 
amounts of government securities with 
a maturity of not more than six 
months or two years. 


AMENDMENT ACT 


Accordingly, after much deliberation 
an Amendment Act was passed about 





494 


three months ago which gave the 
South African Reserve Bank still 
wider powers for dealing with the 
public. In the first place, the maturity 
allowed in respect of bills, notes or 
other commercial paper for rediscount 
or purchase was extended from 90 
to 120 days. Second, the Reserve 
Bank is now empowered to make loans 
and advances on current account 
against securities of the Union Govern- 
ment or local authorities of any cur- 
rency, and to invest a sum not exceed- 
ing its paid-up capital and reserve in 
government securities of any currency. 
Third, the Reserve Bank was also em- 
powered to make loans and advances 
against “such non-speculative dividend 
or interest-bearing securities having a 
ready sale on the stock exchange as the 
Board of the Bank may approve for 
that purpose from time to time” and 
against “one-name bills of exchange or 
promissory notes, secured by documents 
of title representing staple commodities 
having extensive and active’ markets, 
to an amount not exceeding 75 per 
cent. of the value of such commodities 
at current market prices.” 

This recent extension of the powers 
of the South African Reserve Bank is 
an interesting and important develop- 
ment in central banking in the New 
World, and it remains to be seen what 
results will be obtained therefrom and 
how soon. It depends of course not 
only on the policy of the bank, but 
also on the extent to which merchants, 
manufacturers, co-operative societies 
and farmers in possession of eligible 
paper are desirous of dealing with the 
bank. So far the bank seems to have 
been keen to maintain its essential 
identity as a central bank and not to 
compete actively for business with the 
other banks, but to operate first as a 
bankers’ bank and then to do only 
such other banking business in South 
Africa as is offered to it entirely on 
the initiative of merchants and others; 
and there is good reason to believe 
that it will continue to do so. In any 
case, the fact that the South African 
Reserve Bank, like the Federal Re- 
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serve banks, is prohibited by law from 
paying interest on any deposits held by 
it will prevent it from competing with 
the other banks to the extent that 
they can amongst themselves. 


NOT A BANKERS’ BANK 


Thus, while the Federal Reserve 
banks have been able to operate largely 
as bankers’ banks and otherwise to deal 
only in the open market with recog: 
nized dealers and brokers, the South 
African Reserve Bank has not yet 
succeeded in developing any appre 
ciable business as a bankers’ bank and 
has no open market in which to oper: 
ate, at least not in South Africa. Nor 
has it succeeded in securing much 
business from the public, although the 
extended powers recently obtained by 
the bank may improve its position in 
this respect in the future. The result 
has been that most of the investments 
of the South African Reserve Bank 
have been made in the London money 
market in the form of foreign bills of 
exchange. For example, the bank's 
holdings of foreign bills during the last 
two years ranged from £5,000,000 to 
£8,000,000, whereas the amount of 
domestic commercial paper discounted 
or rediscounted by the bank varied 
from £500,000 to £1,500,000, with an 
average substantially below £1,000,000. 

The abovementioned holdings of 
foreign bills by the South African Re 
serve Bank have been brought about 
as a direct result of its operations in 
foreign exchange in connection with 
its marketing of the gold production, 
which is a unique phenomenon in 
central banking. By arrangement the 
bank purchases the weekly production 
of gold from the mines, ships it to 
London for sale, and has the proceeds 
from such sales credited to its account 
with the Bank of England. These 
balances with the Bank of England are 
available for sale as sterling exchange 
to banks, mining companies or met’ 
chants operating in South Africa, who 
have to pay for imports or other over’ 
seas claims against South Africa. What 
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is not sold in this way is invested in 
foreign bills. It is obvious that, by 
buying between £30,000,000 and 
£40,000,000 of gold from the mines 
per annum and converting it into ster- 
ling balances in London, in comparison 
with about £100,000,000 as the total 
annual amount of visible and invisible 
imports to be paid for by South Africa, 
the South African Reserve Bank is in 
a position to control exchange rates 
between South Africa and London, and 
through London, of course, the ex- 
change rates between South Africa and 
other countries. 

Moreover, these exchange operations 
enable the South African Reserve Bank 
to hold regularly a comparatively large 
proportion of its resources in the form 
of earning assets throughout the year. 
First, according as its domestic busi- 
ness declines or expands in volume 
depending upon the demand for redis- 
counts or advances from the banks or 
others in South Africa, the Reserve 
Bank can increase or decrease its hold- 


ings of foreign bills through its ex- 


change operations with a view to 
maintaining its total earning assets on 
more or less the same level. Second, 
these bills can be sold at any time in 
the London discount market and the 
proceeds therefrom converted into gold, 
which can be earmarked for account 
of the South African Reserve Bank 
in the Bank of England and counted 
as part of the gold reserve, or in view 
of its marketing the bulk of the South 
African gold output it could increase 
its reserves in South Africa by retain- 
ing some of the newly-produced gold. 
In fact, since the early part of 1927 
the South African Reserve Bank has 
regularly kept the ratio of its cash 
reserves to its note and deposit liabili- 
ties in the vicinity of 50 per cent., 
compared with about 80 per cent. in 
the case of the Federal Reserve System. 
The latter, of course, by virtue of the 
magnitude of its resources alone, could 
use foreign bills only to a limited ex- 
tent as a means of supplementing its 
domestic business. Apart from this, 
however, the Federal Reserve System is 
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destined to assist foreign money markets 
rather than depend upon them for in- 
vestments at times. 


THE MARINE BANCORPORA- 
TION 


ROUP banking in the State of 

Washington is typified by the 

Marine Bancorporation, which 
owns eleven financial institutions in 
that state. In a recently issued booklet 
the company presents a history of the 
corporation and outlines its present 
policies, in addition to devoting con- 
siderable space to each of the units of 
the group. 

“The Marine Bancorporation is a 
holding company which provides the 
capital necessary to acquire at least a 
controlling interest in sound banks,” 
explains the booklet. “The relation of 
the Marine Bancorporation with its 
members is primarily protective, through 
providing an added reservoir of capital, 
and advisory, through supplying at 
lower cost certain phases of technical 
skill, which factors often constitute the 
chief problems of the smaller unit bank. 

“The basic idea upon which the 
Marine Bancorporation has been evolved 
is that of centralized control with local- 
ized administration and management, re- 
sulting in increased stability and growth 
for Marine Bancorporation banks, and 
increased safety and better service for 
their depositors.” 

The booklet gives, first, a list of the 
officers and directors of the corporation, 
with the affiliations of each director. 
It then takes up each of the banks in 
the group and gives for each a brief 
history, description of the territory 
served, a list of the directors with the 
affiliations of each, and a photograph of 
the bank and portraits of the directors. 


Scene: Interior of small town bank. 

Time: Midnight. Discovered; sheriff 
peering in bank window at Dynamite Pete 
kneeling before safe. 

Sheriff: ‘Isn't that cute! He's saying 
his prayers.’—American Banker. 





Tt Guardian Detroit Union Group is composed of leading 
Michigan banks, trust companies and investment organ- 
izations whose aggregate resources exceed $500,000,000. 
Complete facilities for every financial and fiduciary service are 
available through any of the affiliated institutions. 


CITY NATIONAL BANK & TRUST 
COMPANY 


Battle Creek 
BANK OF COMMERCE 
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GRAND RAPIDS NATIONAL 
BANK 
Grand Rapids 


GRAND RAPIDS TRUST CO. 
Grand Rupids 


Dearborn 
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UNION & PEOPLES NATIONAL 
BANK 


Jackson 
FIRST NATIONAL BANK & TRUST 
COMPANY 


Kalamazoo 
CAPITAL NATIONAL BANK 


Lansing 
CITY NATIONAL BANK & TRUST 
COMPANY 
Niles 
FIRST NATIONAL BANK & TRUST 
COMPANY 
Port Huron 
FEDERAL COMMERCIAL & SAV- 
INGS BANK 
Port Huron 
SECOND NATIONAL BANK & 
TRUST COMPANY 


Saginaw 
TRENTON STATE BANK 
Trenton 




















Bank Credit During the Last Decade 


By Don M. DAILEY 


ERY. definite movements took 
Vise in the types of credit ad- 
vances by the national banks 
during the 1920's. Prints made by 
the growing stock market activity of 
the decade, which by the autumn of 
last year had reached extraordinary 
proportions, are plainly discernible. 
From the low of less than $11,100,- 
000,000 reported by all the national 
banks as of the date of call in May of 
1922, loans expanded in an almost un- 
broken fashion to a little less than 
$15,250,000,000 by the close of 1929. 
This increase was one of 20 per cent. 
over the average of 1920 and almost 
38 per cent. over the 1922 figure.} 
There was a tendency for the invest- 
ments of the national banks to expand 
even more rapidly than loans. In Sep- 
tember, 1920, loans aggregated approxi- 
mately 76 per cent. of total earning 
assets; by the middle of 1928 their 
relative position had declined to 68 per 
cent. At the close of 1929 loans com- 
prised a trifle in excess of 70 per cent. 
of the total income-yielding resources.” 
Throughout the ten-year period there 
took place a steady advance in the rela- 
tive position of loans on securities. In 
the middle of 1921 of the aggregate 
loans of all the national banks, 23.7 
per cent. were secured by stocks and 
bonds; by 1926 a trifle over 30 per 
cent. were so secured, and at the close 
of 1929 there were approximately 37 
per cent. of all the loans so classed. 
These security loans increased between 


‘Total loans as used in this analysis com- 
prise loans and discounts (less rediscounts), 
bankers’ acceptances, real estate loans, over’ 
drafts, and customers’ liability under letters 
of credit and on account of acceptances. 


“The annual reports and the December 31, 
1929, abstract of reports of banks of the 
Comptroller of the Currency are the sources 
of the data used in this analysis. Source of 


Table 6: annual reports of the Federal Re 
serve Board. 


1921 and 1929 by 
$3,000,000,000. That all of the groups 
of the national banks shared in the 
expansion of these loans relative to 
other loans is to be observed in Table 
1. As the central reserve city banks 
(those in New York and Chicago) 
normally show a high place for this 
type of loan, so they did throughout 
the last decade. Furthermore, the in- 
crease of their security loans relative 
to other loans was considerably greater 
than that shown by the other reserve 
city banks, and far surpassed that of 
the country banks. The New York 
banks, for example, showed the ratio of 
these loans at the end of last year to be 
more than twice that of the 1921 posi- 
tion: Nevertheless, a marked gain in 
the security loans of the country banks 
took place; each year after 1924 showed 
a larger proportion of their paper to 
be secured by stocks and bonds. On 
June 30, 1924, only 18.4 per cent. 
of their loans were so secured as 
compared with almost 28 per cent. at 
the close of 1929. 


almost exactly 


CHANGE IN SECURITY 


Not only did collateral loans advance 
in a marked fashion during the 1920's, 
but there was an unmistakable ten- 
dency for this type of loan to be 
secured by securities other than those 
of the United States Government. In 
Table 2 are shown the percentages of 
total security loans, the collateral of 
which was Government obligations. 
When all the national banks as a group 
are considered, it will be noted that 
between 1923 and 1928 an unbroken 
decline took place in the relative 
position of loans with pledges of 
Government securities. As of June 30, 
1923, practically 8 per cent. of the 
security loans were thus secured, by 
the middle of 1928 but a trifle more 
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TABLE 1 
PERCENTAGES OF LOANS ON SECURITIES TO AGGREGATE LOANS, NATIONAL Banks 


June 30 
Year 

1920 

1921 


New York 
29.4 
28.1 
28.8 
30.8 
33.3 
41.6 
41.3 
46.7 
45.5 
43.5 

* December 31. 


than 2 per cent. This tendency 
occurred in the case of each group of 
banks; while the most consistent de- 
cline took place with the country 
banks, the large national banks in 
Chicago showed the greatest falling off 
in the relative position of loans with 
a security of United States Govern- 
ment obligations—from a position of 
approximately 11 per cent. in 1923 to 
one of barely i per cent. by the close 
of 1929. 

With the expansion which took place 
during the decade in security loans, 
there occurred at the same time a 


Central reserve city banks 
Chicago 


All other 
reserve city 


banks 


Country 
banks 
18.7 
19.1 
18.4 
18.8 
18.4 
19.6 
20.9 


ye 


All national 
banks 
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te 
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A 
6 
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letters of credit and on account of 
acceptances, which took place during 
the ten-year period, none of which were 
included in commercial loans as used 
here. In the middle of 1921 slightly 
more than 70 per cent. of all the 
loans of the national banks of the 
country were commercial loans; five 
years later their position had shrunk to 
one of 62 per cent., and by the end 
of 1929 they had declined to prac 
tically 48 per cent. of the total (Table 
3). During the decade ordinary com: 
mercial loans declined significantly in 
amount while loans in the aggregate 


TABLE 2 


PERCENTAGES OF LOANS SECURED BY UNITED STATES GOVERNMENT SECURITIES TO TOTAL 
Security Loans, NATIONAL BANKS 


June 30 
Year New York 


11.2 


oO 
_ 


free News 
COeNyna 
Ore O-~Iu 


Coa ePnisS 


* December 31. 


marked decline in the relative position 
of ordinary commercial loans. In fact 
the ratios covering the latter loans de- 
clined to a somewhat greater degree 
than the extent to which the security 
loans increased. This is accounted for 
in large measure because of the expan- 
sion in real estate loans, bankers’ ac- 
ceptances, and customers’ liability under 


Central reserve city banks 
Chicago 


All other 
reserve city 


banks 


All national 


banks 


Country 
banks 
9.5 
6.9 


ey 
‘o 
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made a notable gain as indicated above. 
The country banks showed that they 
were loaning relatively less and less on 


* Loans on real estate made a consistent gain 
during the years under study; in 1920 they 
constituted not quite 2 per cent. of aggregate 
loans -of all the nationals; by the close of 
1929 as much as 10 per cent. of all the 
loans were those secured by real estate 
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TABLE 3 
PERCENTAGES OF ORDINARY COMMERCIAL LOANS TO AGGREGATE LOANS, NATIONAL BANKS 


June 30 
Year 


New York 


63.6 
68.0 
67.4 
67.0 
64.4 
56.0 
56.6 
50.7 
31.2 
47.2 
*December 31. 


paper with no collateral or with a 
security other than stocks and bonds. 
The most marked falling off in the posi- 
tion of these loans took place in the 
case of the New York banks. On June 
30, 1921, almost two-thirds of the out- 
standing loans of these banks were of 
the ordinary commercial type. These 
loans comprised not quite 41 per cent. 
of the total by the middle of 1927, and 
by December 31 last they had fallen 
to’a position of 27.5 per cent. This 
remarkably low figure for commercial 
loans reflects something of the extent 


to which the New York banks met the 


Central reserve city banks 
Chicago 


All other 
reserve city 
banks 


64.9 
67.6 
67.5 
67.0 
68.2 
63.7 
61.7 
56.3 
51.0 
45.6 


All national 
banks 
69.2 
70.6 
67.9 
68.1 
67.2 
63.3 
62.0 
57.9 
53.9 
48.2 


Country 
banks 


76.5 
74.9 
74.9 
73.9 
tas 
70.9 
69.0 
66.7 
63.1 
58.7 


the eligibility for rediscount at the 
Federal Reserve banks of paper held by 
the member banks. On June 30, 1923, 
a little in excess of 30 per cent. of all 
the loans and discounts of the national 
banks were thus eligible for rediscount 
(Table 4). A marked decline occurred 
in the relative position of this paper 
until at the close of 1929 not more 
than 19.4 per cent. of the loans were 
such as to qualify for rediscount. The 
portfolios of none of the groups of 
banks escaped this tendency; the coun- 
try institutions, for example, showed 
almost 31 per cent. of their loans to be 


TABLE 4 
PERCENTAGES OF LOANS AND DiscoUNTs ELIGIBLE FOR REDISCOUNT AT THE FEDERAL 
ResERvVE BANKS TO THE AGGREGATE LOANS AND DiscouNTs, NATIONAL BANKS 


June 30 
New York 

36.1 

33.8 

30.2 

py | 

29.0 

18.0 

20.7 


*December 31. 


stock market crisis in October, loaning 
treely on securities at a time when 
brokers’ loans from others than banks 
vere rapidly shrinking.4 

All of the tendencies noted above 
naturally had a pronounced effect on 


‘It is true that by the close of the year a 


very large portion of this emergency credit 
had been liquidated. 


Central reserve city banks 
Chicago 


All other 
reserve city 
banks 


All national 
banks 
30.6 
29.7 
27.0 
26.1 
24.0 
ES 
19.4 


Country 
banks 
30.9 
30.6 
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eligible in 1923 as compared with only 
21.4 per cent. in 1929. Throughout 
the period from 1923 to 1929 the New 
York banks showed a slighter portion 
of their paper with the eligibility 
quality than the other groups of banks. 
At the end of 1929 scarcely more than 
15 per cent. of the loans and discounts 
of the former institutions were such 
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TABLE § 
PERCENTAGES OF ADVANCES FROM FEDERAL RESERVE BANKS TO TotaL BorrowiNcs 


FROM 


Date of Call 

June 30, 1927 
October 10, 1927 
December: 31, 1927 
February 28, 1928 
June 30, 1928 
October 3, 1928 
December 31, 1928 
March 27, 1929 
June 29, 1929 
October 4, 1929 
December 31, 1929 


as could be offered for rediscount at 
the Federal Reserve Bank. 

This dwindling position of eligible 
paper, however, has not given bankers 
the concern that might be expected at 
first thought. That a relatively small 
proportion of the aggregate borrowing 
from the Reserve banks is made by way 
of rediscounted commercial paper is to 
be observed from Tables 5 and 6. 
Member banks obtain credit from the 


central institutions in two ways: first, 
by means of direct rediscounting of 
their customers’ paper; and second, by 
offering their own secured notes, re- 
sulting in what is commonly referred 


to as advances. Since: the middle of 
1927 at no date of call have these 
advances constituted less than 58 per 
cent. of the total borrowings reported 
by the national banks, and most of the 
time they have comprised a much 
larger proportion——75 per cent. as of 
the spring date of call last year and 
approximately 68 per cent. at the close 


FEDERAL RESERVE BANKS, 
Central reserve city banks 


(New York and Chicago) 


NATIONAL BANKS 


Country 
banks 
50.0 
51.0 
59.7 
61.3 
57.0 
54.0 
60.4 
59.4 
50.8 
49.5 


$2.2 


All national 
banks 


61.7 
72.9 
84.1 
73.8 
77.0 
76.6 
74.7 
75.0 
65.1 
58.4 
67.9 


of the year. The large New York 
and Chicago banks tend to rely on 
their own collateral notes almost ex- 
clusively when borrowing of their Re- 
serve banks. The country banks, on 
the other hand, make greater use of 
the rediscounting method of obtaining 
credit. 

Not only have these advances gained 
the favor of the member banks, but an 
analysis of them for three years—1926 
through 1928—shows that the collateral 
which the borrowing banks offer with 
their notes tends to be only in small 
measure eligible paper; by far the 
greater portion of the security consists 
of United States Government obliga- 
tions. Considering the June 30 and 
December 31 figures as shown in Table 
6, Government securities furnished 
from 78.5 per cent. to 85.3 per cent. 
of the collateral for the member banks’ 
notes in those years. 

The amendment of 1916 permitting 
these collateral notes of fifteen-day 


TABLE 6 
CoLLATERAL Notes (ADVANCES FROM FEDERAL RESERVE BANKS) SECURED BY UNITED 
STATES GOVERNMENT OBLIGATIONS AND THOSE OTHERWISE 
SECURED, ALL MEMBER BANKS 
(000 omitted) 


Secured by United 
States Government 
obligations 
(a) 
$251,513 
364,169 
242,758 
417,566 
747,577 
658,242 


Year 


June 30, 
December 
June 30, 
December 
June 3 

Decemb«:+ 


Otherwise 

secured Total 

(b) (c) 
$ 62,556 $314,069 
97,575 461,774 
52,336 295,094 
74,389 491,955 
128,538 876,115 
180,573 838,815 


Per Cent. 
(a) of (c) 
80.1 
78.9 
82.3 
84.9 
85.3 
78.5 
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TABLE 7 










PERCENTAGES OF DEMAND LOANS TO AGGREGATE DEMAND AND TIME LOoANs or 
NATIONAL BANKS 


All other 

June 30 Central reserve city banks __ reserve city Country All national 

Year New York Chicago banks banks banks 
Me Le Ce ae 17.8 24.1 18.4 16.7 17.9 
oo) Seer ae 22.4 279 18.6 16.4 18.7 
BEE Dike ones awene ges 30.1 31.9 22.6 16.6 Ps BY | 
Ee OS casino eeneweseond 31.0 31.2 22.5 1 21.8 
ee ee re 32.4 32.7 22.5 17.8 eS 
Ee ore 33.3 38.3 24.5 19.0 24.2 
I ie ocala pace wr ercanietaoete 33.6 35.5 25.6 20.0 25.0 
DEE Fin tiwies eevee en 36.6 38.0 26.2 ys 26.5 
SWOe 5 Scnscpeeonan guerre 36.8 38.8 > De 23.4 28.3 


maturity secured, if the borrowing bank 
so chooses, by Government bonds rather 
than by eligible paper growing out of 
actual business transactions, has pro- 
vided a very convenient means of ob- 
taining central bank credit; it is quite 
clear, however, that it violates seriously 
the spirit of the original Reserve Act. 
INCREASE IN DEMAND LOANS 

Finally, under the influence of a 
stock market activity of rapidly grow- 
ing proportions, demand loans during 
the last decade increased in a striking 
fashion relative to total loans. At the 
middle of 1920 barely 18 per cent. of 
the outstanding loans of the national 
banks were subject to call; the position 
of these loans expanded steadily until 
by the middle of 1928 they constituted 
28.3 per cent. of the total (Table 7). 
The country banks likewise showed 
their demand loans to mount every year 
after 1921 relative to their aggregate 
loans and discounts. The most marked 
expansion in the call loan ratios was 
that of the New York banks; the 36.8 
per cent. position of demand loans of 
these banks, June 30, 1928, was more 
than twice that at the middle of 1920. 

Just what characteristics will mark 
the bank credit of the 1930's one 
cannot predict, but the credit of the 
last decade has been modified by a 
stock market activity which expanded 
rapidly and before it had spent itself 
had eclipsed all else. 

That Federal Reserve bank credit 
cannot be definitely earmarked has long 









been evident. Just how far the Fed- 
eral Reserve Board can go in keeping 
Federal Reserve credit out of specula- 
tive activity without jeopardizing other 


interests remains yet to be demon- 
strated. 
The Federal Reserve Board in its 


annual report for the year 1929 indi- 
cates its paramount problem _ thus, 
“The protection of  deral Reserve 
credit against ‘- ..... into channels 
wf speculation constitutes the most diffi- 
cult and urgent problem confronting 
t. 2 Federal Reserve System in its effort 
t. work out a technique of credit 
control that shall bring to the country 
such steadiness of credit conditions and 
such maintenance of economic stability 
as may be expected to result from 
competent administration of the re 
sources of the System.” 


AKRON BANK CELEBRATES 75TH 
ANNIVERSARY 


THE First-City Trust & Savings Bank, of 
Akron, Ohio, is celebrating its seventy-fifth 
anniversary this month. The bank was or- 
ganized in 1855 as a private institution and 
is now the largest institution in Summit 
County, with seven offices and resources of 
$50,000,000. George D. Bates, chairman, 
and Harry Williams, president, are the man- 
aging heads of the institution. 


ELECTED CREDIT MANAGER 


R. I. PuHitHower, formerly assistant vice- 
president and manager of the credit depart- 
ment of the Ohio State Bank & Trust Com- 
pany, Akron, Ohio, has been appointed 
credit manager of the North-Western Trust 
& Savings Bank, Chicago. 
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What Are Bank Stocks Worth? 


Writer Believes Opportunity Now Exists to Make Sound Purchases 
in New York City Bank Stocks 


By Morris A. SCHAPIRO 
Sales Manager, Hoit, Rose & Troster 


to forecast the development and 

growth of New York City banks for 
the period 1930-35, we would first 
focus our attention on what has hap- 
pened between 1925 and 1930. It is 
not our intention to make the review 
of this period too detailed. However, 
certain facts stand out, so basic in their 
meaning and so clearly indicative of the 
trend of the times, that a full considera- 
tion of these facts must be our chief 
guide in anticipating the future. 

The shares jst our leading bank and 
trust companiesyueysvraiit the. greatest 
concentration of banking resources ift 
the world. The sum total of all capital 
funds, surplus and undivided profi; 
and deposits, constitutes net resources 
which are the base on which banking 
profits originate. To this concentration 
of funds we must add the priceless item 
of good-will and management, upon 
which is dependent the handling of the 
greatest banking and trust business in 
the world. 

In 1928, as of June 30 of that year, 
the aggregate capital of twenty-two 
leading New York bank and trust com- 
panies totaled $45 3,333,400, 
with surplus and un- 
divided profits of .... 
known equities in af- 
filiated companies of 110,650,000, 
and total deposits of — 7,987,802,'700. 


I at this time we were to attempt 


732,513,900, 





Thus the combined 
total of these figures 
stood at 

Today sixteen banks 
and trust companies 
have total capital of. . 
surplus and undi- 
vided profits of 


$9,284,300,000. 


$646,5 50,000, 


1,256,875 ,000, 


known equities in af- 
filiated companies of 367,820,000, 
and total deposits of $10,316,355,000, 





making a combined 
total of $12,587,600,000, 
which, in comparison, is greater by 
$3,303,300,000, an increase of 35.5 per 
cent. (See Table I.) 

During this period total capital has 
increased by $193,216,600 or 42.6 per 
cent., surplus and undivided profits 
have increased by $524,361,100 or 71.5 
per cent., while deposits have increased 
by $2,328,552,300 or 29.2 per cent. 

The ratio of total deposits to capital 
and surplus funds as of June 30, 1930, 
was 5.42-1, which compares with the 
ratio of 6.75-1 as of June 28, 1928. 
However, the ratio of deposits to cap- 
ital alone, as of June 30, 1930, was 
16.0-1, which compares with 17.6-1 as 
of 1928. 

In 1928 one bank, National City, 
contributed 15 per cent. to the total 
resources, while today another bank, 
Chase National, tops the list with an 
amount which represents about 20 per 
cent. of the total banking resources in 
New York City. Thus we have the 
evidence of an enormous expansion in 
resources, of a dramatic change of 
leadership from one bank to another, 
and of a greater concentration of re- 
sources in fewer and larger banks. 


LOSS OF IDENTITIES 


In the interval of two years, seven 
of the twenty-two have lost their 
identities due to mergers. Chase Na- 
tional Bank absorbed the National 
Park Bank and the Equitable Trust 
Company. The latter had previously 
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taken over the Seaboard National Bank. 
National City took over the Farmers 
Loan & Trust to create the present 
City Bank Farmers Trust. The Na- 
tional Bank of Commerce, one of the 
oldest commercial banks in this coun- 
try, was merged with the Guaranty, 
while Central Union Trust and Han- 
over National Bank combined to form 
the Central Hanover Bank & Trust. 

In the same period, exclusive of main 
offices, total operating branches for 
twenty-two banks and trust companies 
in New York City have increased, 
from 338 in June, 1928, to 466 for 
sixteen banks and trust companies in 
June, 1930, while the number of 
foreign branch banking offices rose 
from 105 to 120. (See Table II.) 

One of the characteristics of this 
period has been the movement by the 
leading banks to erect their own build- 
ings to house their organizations. The 
skyline of downtown New York 
visibly illustrates the prominent part 
New York banks are taking. The 
headquarters of the Chase National 
Bank and the Manhattan Company are 
now housed in new buildings. Irving 
Trust will soon move into its new 
quarters at 1 Wall street, while the 
City Farmers building, now under 
construction, will house the new affiliate 
of the National City Bank. 

Two years ago, only two out of 
twenty-two leading bank and _ trust 
companies had a par value other than 
$100, namely Bank of America and 
Manufacturers Trust of $25 par value 
each. Today, out of sixteen bank and 
trust companies only two still retain 
their par value of $100, Guaranty 
Trust and First National. The reduc- 
tion in par value brought about a 
great increase in the total number of 
outstanding shares and a consequent re- 
duction in market prices. A wider 
distribution resulted. This whole move- 
ment was synonymous with the great 
wave of speculation in bank stocks 
which carried these shares to the high 
levels of 1929. 

Growth in resources has _ been 
achieved by natural expansion, and 


through merger and absorption of other 
institutions. In the appended table (I) 
which presents these changes, the per- 
centage of increase in resources for each 
of the sixteen banks and trust com- 
panies is shown in the last column. Of 
the sixteen banks, seven have increased 
their resources by natural expansion 
alone. They are Irving, Bankers, First 
National, New York Trust, Chatham 
Phenix, Corn Exchange and Public. 

Of the sixteen banks, two have 
changed their names in becoming trust 
companies, while all but one have in 
creased their size through mergers, 
issuance of rights, reorganization, crea- 
tion of affliated companies, and so 
forth. First National alone, banking 
favorite of George F. Baker and the 
House of Morgan, still carries on, un- 
moved by the momentous changes 
which have swept through the banking 
world. 


MANHATTAN GROUP 


The Manhattan Company, a holding 
company, by a reorganization in 1929, 
now owns control of the Bank of 
Manhattan Trust Company, Interna: 
tional Acceptance Bank, Inc., and New 
York Title © Mortgage Company, 
which in turn controls the National 
Mortgage Corporation, the County 
Trust Company of White Plains, and 
the American Trust Company of New 
York. This reorganization of the 
Manhattan group was effected in line 
with the policy of the management to 
participate actively in the move to 
ward group banking throughout the 
country and to acquire other holdings. 

Quoting F. Abbot Goodhue, chairman 
of the International Manhattan Com 
pany, relative to the reorganization, 
“By this plan the Manhattan Com: 
pany will place itself in a position to 
acquire such interests in other institu’ 
tions, either within or without the 
State of New York, as may from time 
to time seem desirable.” 

Group banking is still in its infancy. 
Its growth in three years has been 
startling. Today, group banking con 
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trols one-fifth of the nation’s banking 
resources. The example of the North- 
west Bancorporation illustrates how 
phenomenal this development has been 
It was originally organized in January, 
1929, with five member banks. Today 
jt is reported to control 115° banks 
operating in 102 cities located in eight 
states with resources of $500,000,000. 
This one group alone controls over 9 
per cent. of the banking resources in 
these eight states and 23 per cent. of 
the -banking resources in Minnesota, 
where it is most powerful. 

The possibilities created by the re- 
cent reorganization of the Manhattan 
interests are most interesting, and the 
future course of events will be keenly 
awaited. 


SECURITIES COMPANIES 


The expansion by banking interests 
in the securities field has been one of 
the noteworthy tendencies of this 
period. Invested capital in affliated 
companies is today more than three 
times what it was two years ago. Ex- 
clusive of directly-owned security sub- 
sidiaries, new financial companies were 
organized, such as Chatham Phenix 
Allied Corporation and the Chemical 
National Associates,* to act as auxiliary 
units in the field of investment securi- 
ties. The acquisition of Blair & Com- 
pany by Bancamerica Corporation to 
form the Bancamerica-Blair Corpora- 
tion, as well as the recent absorption 
of Harris, Forbes & Co. by the Chase 
Securities Corporation, has resulted in 
enlarged facilities for the distribution 
of their underwritings. Thus our banks 
are taking a more prominent part in 
the business of the underwriting and 
distribution of securities. 


WHAT ARE BANK STOCKS WORTH? 


The greatest and most vexing prob- 
lem which confronts the investor and 


<a 


*Under date of September 10, 1930, stock- 
holders approved proposal of absorption of 
Chemical National Associates by the Chemi- 
cal Bank & Trust Company through exchange 


nl, I ° 
of stock, 214 shares of Associates for one of 
the ban! stock. 


the speculator in bank stocks today 
is, “What are they worth?” The 
problems which confront the investiga- 
tor who attempts to assay the value 
of bank stocks as represented by market 
quotations are numerous and perplex- 
ing. The method of appraisal should 
be such that the results be a true and 
accurate comparison of bank stock mar- 
kets as they fluctuate from day to day 
as well as from year to year. The re- 
sults must be free and independent of 
the effects of mergers, stock dividends, 
split-ups, capital increases, and so forth. 
This method must be “weighted” in 
the scheme of its calculations and, never- 
theless, its results should be easily ar- 
rived at. It should be the means of de- 
termining what the investor receives for 
his dollar when purchasing bank stocks. 
The method of appraisal should deter- 
mine from the prices of our leading 
bank shares and from the combined net 
resources, the exact relationship between 
the DOLLAR of cost and the yield, 
earnings, book value, deposits and net 
resources. Adopting this method of ap- 
praisal and applying the same unit, 
namely, the DOLLAR, the following 
results have been obtained. 

We find from the tabulated results 
of the “Dollar-Index” that, despite a 
most remarkable growth and develop- 
ment during 1928-1930, an investment 
made on June 25, 1930, obtained 0.82 
more in per cent. yield, $0.21 more 
of book-value, and $0.41 more in net 
resources for the DOLLAR than it 
did two years ago. The DOLLAR in- 
vested in the market of June 25, 1930, 
had $3.32 of resources working for it, 
which ‘was made up of $2.73 of de- 
posits and $0.59 of book value. This 
$3.32 netted the purchaser 3.50 per 
cent. in annual cash dividends for 
every DOLLAR invested. 

The man who invested his funds on 
June 30, 1928, in the twenty-two lead- 
ing bank stocks, dividing his funds in 
proportion to the total net resources, 
and assuming that all rights were exer- 
cised and exchanges made, would have 
had on September 19, 1930, a market 
value of $1.10 for every DOLLAR of 
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NEW YORK CITY BANK STOCK DOLLAR-INDEX* 


Proportionate 
Known known Proportionate Proportionate 
Unit of Yield earnings book-value * deposits resources 
market value ondollar  ondollar behind behind behind 
Date used (Per cent.) (Per cent.) dollar dollar dollar 


June 30, 1928 P 2.678 4.277 $0.383 $2.526 $2.909 
October 14, 1929.... 1. 1.397 2.143 0.233 1.100 1.333 
(High-point 1929 
bull market) 
June 25, . 3.501 5.206 0.591 2.724 3.315 
(Low point reached, 
1930 to date) 
August 8, 1930 3.269 4.830 0.552 3.090 
August 15, 1930.... 1.00 3.226 4.759 0.545 2.501 3.046 
August 22, 1930.... 1.00 3.191 4.707 0.539 2.476 3.015 
August 29, 1930.... 1.00 3.033 4.478 0.513 2.393 2.868 
September 5,1930¢... 1.00 2.900 4.403 0.503 2.316 2.819 
September 12, 1930.. 1.00 2.819 4.281 0.490 2297 2.748 
September 19, 1930.. 1.00 2.982 4.526 0.519 2.388 2.907 
September 26, 1930.. 1.00 3.146 4.777 0.548 2.516 3.064 


“Computations are based on investments made in stocks of New York bank and trust companies, 
leading in order of size of resources. The funds are divided in the proportion which these institutions 
The figures represent the composite returns on the 


individually contribute to the total combined resources. 
standard unit of market value, namely, the dollar. 


Dividend on Manufacturers Trust Co. reduced from $6.00 to $4.00 annually. 





TABLE II 
(Banks numbered in order of size) 


OPERATING BRANCHES* 
June 30, 1928 June 30, 1930 
Name of Operating* Name of Operating* 
bank or New York Foreign bank or New York Foreign 
trust company City countries trust company y countries 


National City 86 . National City 


Chase 3 . Chaset 


Guaranty . Guaranty 
. Commerce 


American Exchange. . : 

Bankers . Bankers 

Equitable 

First National . First National 
Central Union . Central Hanover ... 
. Manufacturers . Manufacturers 

. Bank of America... . Bank of America... 
. New York Trust.... . New York Trust... 
. Chatham Phenix.... 3 . Chatham Phenix.... 
. Corn Exchange . Corn Exchange 


. Bank of the Man- . Bank of Manhattan 
hattan Co. Te.t 


. National Park 

. Hanover National... 

. Chemical . Chemical 

. Farmers Loan & Tr. 

. Seaboard : 

~ eee or U. S.. on... . Bank of U. S 
. Public . Public 


COTIAMAWNE O 


* Exclusive of main offices. 
+ Owned by The Manhattan Co. -e 
t Does not include banking offices of American Express Company owned by Chase Securities. 
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total cost. In 1928, the DOLLAR had 
resources of $2.91 behind it, which 
netted the investor a cash return of 2.68 
er cent. on the dollar. Today, the 
1928 DOLLAR, due to dividend in- 
creases, realizes an annual yield of 3.13 
per cent. 

Bank stocks bought on October 14, 
1929, just before the big break of last 
year, had behind them $1.33 of re- 
sources for every DOLLAR of cost 
with a yield of 1.39 per cent. To 
illustrate the abnormal heights to 
which some shares mounted, in the 
case of one particular stock the total 
market valuation of its shares was ap- 
proximately one and one-half times 
its combined net resources, so that an 
investment in this particular stock at 
that time had about 67 cents of re- 
sources for every DOLLAR of cost, 
with a yield of less than 1 per cent. 

Today the total market valuation 


of sixteen leading banks and trust com- 
panies amounts to about five billion dol- 
lars. A year ago, these same or equiva- 


lent securities had a market value in 
excess of ten billion dollars. Thus 
there has been a shrinkage of approxi- 
mately five billion dollars. 

The writer believes that the present 
is a most favorable opportunity for 
investors to make wise and sound pur- 
chases in New York City bank stocks. 

In contemplating the purchase of a 
= stock, the investor should con- 
sider: 


1. The record of the institution. 

2. The ability and conservatism of 
its management. 

3. Dividend record and analysis of 
surplus account. 

4. Past growth in resources, and 
how obtained. Will the conditions 
which made this increase possible con- 
tinue? 

5. What is the yield and how many 
dollars of resources are at work in this 
bank for every DOLLAR of the in- 
vestment? : 

With the inevitable return of nor- 
mal trade conditions and the natural 
expansion of industry, with New York 


City assured of its position as a world 
money center, the writer believes that 
the influences responsible for the 
phenomenal growth in the past will 
operate and assert themselves to an 
even greater degree in the future. 


COURSE IN BUSINESS 
DEVELOPMENT 


THE first course in business development 
as applied to the building and loan field 
will be given by the New York Chapter 
of the American Savings, Building and 
Loan Institute. 

The business development course, to be 
given in regular class rooms in lecture form, 
will include ways and means of building 
up individual associations, from the proper 
preparation of window displays, advertising, 
and mailing pieces, and will describe how 
to secure prospects and how to treat them 
after their interest is aroused. The courses 
will be given at the institute class rooms 
on the third floor of the Graybar Building, 
43rd street and Lexington avenue, and 
will comprise a thirty-week period. 

The institute, a national organization 
affliated with the U. S. Building and Loan 
League, with offices in Chicago, has chap- 
ters throughout the United States and has, 
for some years past, written and developed 
courses on all phases of the home financing 
question, enrolling students in regular class- 
rooms and for instruction by correspon- 
dence. 


CHEMICAL NATIONAL ASSOCI- 
ATES TO BE TAKEN OVER 


THE Chemical Bank & Trust Company of 
New York will take over the Chemical 
National Associates, Inc., according to an 
announcement by Percy H. Johnston, presi- 
dent of the bank and chairman of the 
board of the Chemical National Associates, 
who reported that more than 75 per cent. 
of the shares of both institutions voted in 
favor of the plan. 

The capital of the bank will be increased 
from $15,000,000 to $21,000,000 and the 
surplus and undivided profits account will 
be increased from $22,700,000 to approxi- 
mately $43,700,000. The Chemical WNa- 
tional Company, Inc., whose stock is trusteed 
for the benefit of the stockholders of the 
Chemical Bank & Trust Company, will add 
about $10,500,000 to its capital and sur- 
plus, increasing those funds from about 
$9,500,000 to about $20,000,000. The 
Chemical National Company will be called 
the Chemical Securities Corporation. 





Organizing for New Business 
Development 


A Preliminary to Any Bank Sales Campaign Should Be an Analysis 
of What the Bank Has to Sell and Its Potential Market 


By A. E. Bryson 


Former President Financial Advertisers Association; Vice-President Halsey, Stuart & Co. 


LL selling effort starts properly 
A an analysis of the product: 
it must be sound; it must give 
good value; the service back of it must 
be adequate. Without these qualities 
any sales or advertising effort is short- 
lived in its benefits. A logical approach, 
therefore, to those banks genuinely in- 
terested in intelligent development, is a 
self-examination—a scrutiny of method, 
of personnel, of service. Our product 
is banking facilities and banking service. 
Are they as complete, as inviting, as 
well rendered as those of our most efh- 
cient competition—remembering that 
our competition is not merely the bank 
in the next block, but the thousand and 
one active contenders in the commercial 
world for the depositors’ dollars. 

In deciding on the acceptability of 
our product, we may well take a lesson 
from the merchandising world. An 
article in a recent issue of The Econ- 
omist states that: “American industry 
is spending approximately $210,000,000 
annually, employing some: 35,000 chem- 
ists and experts, and maintaining 1000 
research laboratories, in order to widen 
its manifold operations, integrate its 
steady expansion and effect increasing 
economies.” Continuing, the article 
says: “Besides showing the essential 
stability of industry, these activities sug- 
gest a widespread anticipation of future 
trends—anticipations and preparations 
that signify the new responsibilities 
which industry in general has under- 
taken.” ; 

Granting that our problem is different 
(a defense that we use: too frequently), 
is it so distinctly different that some re- 
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search is uncalled for in better adapt: 
ing our product to present-day banking 
needs? By that the writer does not 
mean to imply that research is wholly 
neglected in banking circles. Many 
forward-looking institutions have made 
a good start in that direction. On the 
while, however, we must admit that we 
are still laggards compared with the 
commercial field in the study of our 
product and the effort to make it more 
inviting and better accommodated to the 
ever-changing market conditions of to- 
day. 


STUDY OF THE MARKET 


Having critically examined our prod- 
uct, the next logical step in the program 
of well-thought-out development work 
is a study of the market itself. Here 
again progress has not been wholly 
lacking, but it is far from being as uni 
versal or as thorough as it should be. 
If adequate market surveys had _ been 
made the writer ventures the opinion 
that the majority of the 6000 odd bank 
suspensions, during the last few years, 
would never have occurred, for the simple 
reason that most of the banks would 
never have been organized in the first 
place. There is general agreement ‘that 
we have had, and in many places still 
have, too many banks. Granting, how 
ever, that your particular bank has rea 
son for being, do you have a well: 
founded conception of the potentialities 
of your market? Do you know how 
many logical prospects there are in the 
area which you can efficiently serve: 
what their resources and their income; 
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what their need for banking services; 
the extent and the efficiency of your 
competition? Until you have this in- 
formation, you are working on an op- 
portunist basis, rather than on the 
sound, well-defined program that you 
probably expect of those who come to 
you for accommodations. Have we a 
right to ask more of our customers than 
we can deliver ourselves? 

The next step in the process of 
equipping ourselves to do a more 
thorough-going job is in organizing for 
sales development. The first step in 
this move is to assume a proper at- 
titude toward such work. Even in 
those institutions ostensibly committed 
to a development program, there is 
often too much faint-hearted advertis- 
ing and selling—a reflection of lack of 
faith in such activities and inadequate 
appreciation of their true -potentialities. 
Too many banks, if asked why they ad- 
vertise, or what they get from it, could 
give no well-founded answer. They do 
it because it seems to be the thing to 


do. They think it may be accomplish- 
ing some good, but where and how 
much they cannot say definitely. Like- 
wise, in selling, the effort is apt to be 
sporadic, inadequate and unsystematized, 
and the results correspondingly uncer- 


tain. If advertising is worth doing at 
all, it is worth doing well. If selling 
is as important as the writer has en- 
deavored to indicate, it should not be 
undertaken in a half-hearted, unbeliev- 
ing way. 

The writer cannot stress too strongly 
that the success of both advertising and 
selling gets back to competent personnel 
and adequate organization. These will 
follow only from recognition of their 
Importance and acknowledgment of 
their contribution to progress. Back of 
every advertising success, in banking as 
elsewhere, you will find somewhere a 
faith in advertising on the part of the 
executive officers; a faith that has in- 
spired them to employ trained men to 
discharge that responsibility; a faith that 
has led to a willingness to appropriate 
funds in an adequate amount to do a 
Significant job; a faith that will concede 
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the contribution of advertising-—even 
when the results may not be wholly 
measurable. 

Finally, the writer would urge a 
right viewpoint in appraising the re- 
sults of advertising and selling. The 
latter, of course, is not so difficult for, 
as in other fields, salesmanship must be 
appraised by the results achieved. Ad- 
vertising, on the other hand, must often 
be less definitely appraisable. Much of 
the value of advertising—no matter 


how well done—must always remain 


intangible and unmeasurable. More- 
over, the inclination in banking, it 
seems to the writer, is often to expect 
too much from advertising. There is 
no black magic to advertising. If prop- 
erly done it will give good value but it 
will perform no miracles. If you ex- 
pect to spend a dollar and have it come 
back directly as a dollar and ten cents, 
you are very apt to be disappointed. 
If you expect to advertise this month 
and to discontinue next month, you will 
be disappointed. If you spend too little 
to make an impression you might as 
well save your money. If you spend 
more money than you are in a position 
to benefit by because of inadequate or 
incompetent sales and service facilities, 
you will again be disappointed. If, on 
the other hand, you will advertise con- 
sistently, interestingly; if you will pro- 
vide a sales organization to complement 
your advertising activities, you will 
realize results comparable to those in 
other fields—results that have given ad- 
vertising and sales effort a primary and 
accepted place in those fields. It is only 
with such a program that banking can 
hope to register adequate progress in 
the highly competitive conditions which 
confront it today. 


WITH ADVERTISING COR- 
PORATION 


Henry F, Price has been appointed vice- 
president of the World Wide Advertising 
Corporation, New York. Mr. Price has 
been an official and executive in trust com- 
panies and savings banks for more than 
twenty years and is a financial advertising 
expert. 





We used to supply only our largest 
depositors with checks made on La 
Monte National Safety Paper. But 
we found that a variety of check 
forms ... different sizes, shapes 
and colors... were confusing... 
And we lost the advertising and 
good-will value that a single, at- 
tractive check form can create. 

So we changed to La Monte for 
all of our checks. And our total order 
was large enough to warrant incor- 
porating our emblem into the paper, 
so that we now have a distinctly in- 
dividual check—one that is pleasing 
to us... and, more important, to 
our customers. 


If you're facing this same confusion of mul- 
tiple forms, we'll gladiy help you to eliminate 
it. Let us prepare for you, free of cost, a 
sketch showing how well your emblem would 
look in La Monte National Safety Paper. A 
letter—cnd a sample of your emblem — is 
all that we need. 

George La Monte & Son, 61 B'way, New York. 


SO WE CHANGED 
TO LA MONTE... 


FREE— An unusual 
sample book of checks, L-3, made 
on La Monte National Safety Paper. 





Banking and Commercial Law 


A Monthly Review of Important Decisions of Current Interest 
Handed Down by State and Federal Courts 


By JoHN Epson Brapy 
Of the New York Bar 


BANK’S RIGHT OF SETOFF 


Marmon Fanning Co. v. People’s Na- 
tional Bank of Elizabeth, New Jer- 
sey Court of Errors and Ap- 
peals, 150 Atl. Rep. 402 


BANK has a right to apply a de- 
Ar to the payment of a ma- 
tured debt owing to the bank 

by the depositor. 

Suit by the Marmon Fanning Com- 
pany against the People’s National Bank 
of Elizabeth. From a final decree dis- 
missing the bill of complaint, the com- 
plainant appeals. 

Affirmed. 

OPINION OF THE COURT 

HETFIELD, J.—This is an appeal 
from a final decree of the Court of 
Chancery, dismissing the bill of com- 
plaint, which was one for discovery, 
calling upon one of the defendants, the 
People’s National Bank of Elizabeth, to 
disclose what property and things in 
action the said bank held belonging to 
the defendant Marmon Elizabeth Com- 
pany, Inc., and also to disclose the man- 
ner in which the sum of $2000, rep- 
resented by a certificate of deposit issued 
by the defendant bank to the order of 
Helen E. Allen and Paul V. Allen, who 
are also made defendants, had been dis- 
posed of, and praying for an order di- 
recting said bank to pay the said sum 
of $2000 on account of a judgment ob- 
tained hy the complainant, against the 
defendant, Marmon Elizabeth Company, 
Inc. It appears that the said company, 
of which Paul V. Allen was president 
and Helen E. Allen treasurer, was a 
dealer automobiles, in the city of 
Elizabet!:, and as such desired to es- 


tablish a line of credit with the com- 
plainant, who was a distributor of 
Marmon automobiles. The complainant 
refused to extend any credit, unless the 
Marmon Elizabeth Company, Inc., could 
show that it had a $5000 cash working 
capital with which to do business. The 
Allens then endeavored to obtain a loan 
from the defendant bank, on behalf of 
the company, but, as it was already in- 
debted to the bank for certain notes 
discounted, in the sum of $3950, ad- 
ditional credit was refused, so far as 
the company was concerned. 

After further negotiations, the bank 
finally agreed to loan Paul V. Allen 
and Helen E. Allen, individually, the 
sum of $11,450, upon condition that the 
loan would be secured by a mortgage 
of $7500 on their home, and also by 
pledging with the bank a certificate of 
deposit for $2000 as collateral. The 
said mortgage was subsequently ex- 
ecuted, and on March 6, 1928, the 
Allens executed a collateral note to the 
bank, in the sum of $11,450, and re- 
ceived a cashier’s check payable to their 
order for that amount. The check was 
indorsed by the Allens, and deposited 
to the account of the Marmon Eliza- 
beth Company, Inc. Checks were 
drawn against this deposit, one in the 
sum of $3950, for payment of notes 
of the Elizabeth Company which were 
indorsed by the Allens, individually, 
one for $2500, to pay a second mort- 
gage on their home, and one for the 
sum of $2000, payable to the order of 
the bank, for which the bank issued a 
certificate of deposit to the order of 
Helen E. Allen, and Paul V. Allen, 
which certificate was indorsed in blank 
by them, and left with the bank as col- 
lateral, pursuant to the understanding 
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service and offers every facility consistent 
with sound banking practice. 


CAPITAL $1,350,000 
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had with the bank. 
that on August 1, 
credited the $2000 
posit to the loan of $11,450 in accord- 
ance with the terms of the collateral 
note given by the Allens. The com- 
plainant, on August 21, 1928, recov 
ered a judgment in the New Jersey 
Supreme Court against the Elizabeth 
Company, for $2333.75, and on No- 
vember 2, 1928, the sheriff of the 
county of Union, by virtue of an ex- 
ccution to him directed, levied upon all 
the moneys in the hands of the bank, 
due or to become due, to the Elizabeth 
Company. The bank refused to pay 
over any moneys to the sheriff and, by 
reason thereof, the present bill was filed 
by the complainant. 

The complainant contends that ‘the 
dismissal of the bill was erroneous, in 
that the Elizabeth Company's check for 
$2000 was given to the bank in pay- 
ment of the ceftificate of deposit, in ac- 
cordance with an agreement between 
the bank and the said Elizabeth Com- 
pany, to the effect that the $2000 were 
to represent part of the Elizabeth Com- 
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It further appears 
1928, the bank 
certificate of de- 


YORK 


pany’s account, and was to be applied 
to said account when required by the 
company, and that by reason thereof 
the certificate of deposit was a special 
deposit between the company and the 
bank, and could not be applied to any 
purpose other than that for which it 
was deposited. We fail to find any 
evidence to warrant such a conclusion. 
The Elizabeth Company was not a 
party, in any sense, to the transaction 
whereby the Allens, as individuals, pro- 
cured a loan from the bank, upon cer 
tain terms and conditions, to which 
they personally agreed; one of which 
being that the sum of $2000 should be 
used to purchase a certificate of deposit, 
which, in turn, was to be pledged with 
the bank as collateral. The amount of 
the loan was paid by the bank to the 
Allens individually, and they imme 
diately paid some indebtedness of the 
company’s as well as their own, leaving 
a balance on hand, which they allowed 
to be used in the company’s business, 
of $3000. Under these circumstances, 
we cannot conceive in what manner the 
$2000 constituted a special deposit. 
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It is further contended by the com- 
plainant that credit was extended to 
the Elizabeth Company, by reason of 
misrepresentations on the part of the 
bank to the effect that the sum of $5000 
was available for the account of the 
Elizabeth Company, and therefore the 
bank is estopped from denying that the 
certificate of deposit was part of the 
company’s assets. This is denied by the 
bank; but, if true, we cannot see how 
it would affect the ownership of the 
security given in the transaction, to 


which the company was not a party, or 
how any loss sustained by the com- 
plainant or others, by reason of the 
bank's misrepresentations, can be com- 
pensated for by moneys belonging to 


the Allens. It is a general rule, that a 
bank has the right to set off or apply 
the deposit of its debtor to the pay- 
ment of his matured debts, upon the 
theory that, as the depositor is indebted 
to the bank upon a demand which is 
due, the funds in its possession may 
Properly and justly be applied in pay- 
ment .f such debt, and it has therefore 
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a right to retain such funds until pay- 
ment is actually made. 

The decree of the Court of Chancery 
will be affirmed. 


TIME FOR PRESENTMENT OF 
CHECK 


Russell v. Buxton, Supreme Court of 
Minnesota, 231 N. W. Rep. 789 


The plaintiff received a check drawn 
on a bank about seven and one-half 
miles from the place where he lived. 
He deposited it in his bank in the 
same town as the drawee bank, but the 
check was dishonored because the 
drawee failed the following day. It 
was held that the question whether the 
check was presented within a reason- 
able time ‘so as to charge the drawer 
with liability was one of fact for the 
jury to decide. 

Action by Charles Russell against 
Harry I. Buxton. From an order deny- 
ing his alternative motion for judgment 
non obstante or new ‘trial, defendant 
appeals. 


Affirmed. 
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OPINION OF THE COURT 


WILSON, C. J.—Defendant ap- 
pealed from an order denying his al- 
ternative motion for judgment non ob- 
stante or a new trial. 

Plaintiff, a farmer, lives about seven 
and one-half miles from Austin. On 
Tuesday, November 27, 1928, at about 
four o'clock p. m., defendant gave 
plaintiff a check for $82.50 for a cow. 
The check was drawn on Farmers’ & 
Merchants’ State Bank at Austin. The 
next day, Wednesday, plaintiff stacked 
corn fodder. Thursday was Thanks- 
giving Day. On Friday and Saturday 
plaintiff again stacked corn fodder. The 
next day was Sunday. Monday, De- 
cember 3, 1928, plaintiff went to Aus- 
tin, and about four o'clock p. m. de- 
posited the check to his credit in the 
Austin National Bank, where plaintiff 
carried his bank account. On the fol- 
lowing day, Tuesday, December 4, 1928, 
the drawee bank failed to open. The 
Austin National Bank therefore could 
not collect the check, and so charged 
it back to plaintiff's account. From the 
date of the check up to December 4, 
1928, defendant had sufficient money in 
the drawee bank to pay the check. The 
check has never been paid. Plaintiff 
owns an automobile, and there is a 
good graveled road from his farm home 
to Austin. 

In this state a check must be pre- 
sented for payment within a reasonable 
time after its issue and delivery, or the 
drawer will be discharged from liability 
thereon to the extent of the Joss caused 
by the delay. G. S. 1923, § 7229. Re- 
gard must be had of the facts in each 
particular case. G. §. 1923, § 7237. 
Delay is excusable when it is caused by 
circumstances beyond the control of the 
holder and not imputable to his de- 
fault, misconduct, or negligence. G. S. 
1923, § 7202. Commercial Investment 
Trust v. Lundgren-Wittensten Co., 173 
Minn. 83, 216 N. W. 531, 56 A. L. 
R. 492. 

The rule applicable to the drawee 
and holder who lived in the same city, 
as stated in Commercial Investment 


Trust v. Lundgren-Wittensten, supra, 
requiring the holder to present the 
check for payment not later than the 
next business day after it is received, is 
not applicable to the parties to this 
action, since they do not live in the 
same city. Nor does the statute say 
that one situated as plaintiff must pre: 
sent the check at the earliest oppor- 
tunity. Each case must rest on its own 
facts. What is a reasonable time for 
presentment when the drawer and 
holder do not live in the same city is 
usually a question of fact under all the 
circumstances of the particular case. 

We are of the opinion that the ques- 
tion as to whether or not the check in 
this case under all the circumstances 
was presented for payment within a 
reasonable time was for the jury. Pe- 
terson v. School District No. 14, 162 
Minn. 357, 203 N. W. 46; Commer 
cial Investment Trust Co. v. Lundgren: 
Wittensten Co., supra. 

Affirmed. 


PAY ROLL LOSS NOT COVERED 
BY ROBBERY POLICY 


International Harvester Co. v. National 
Surety Co., United States District 
Court (N. D. Illinois), 39 
Fed. Rep. (2d) 956 


A policy insuring against pay roll losses 
resulting from robbery does not cover 
the robbery of money left in an empty 
room by the insured’s messenger. 

At Law. Action by the International 
Harvester Company against the Na’ 
tional Surety Company. 

Judgment for defendant. 


OPINION OF THE COURT 


WILKERSON, D. J.—This suit is 
brought to recover $80,421.47, loss 
claimed to have been sustained under a 
burglary policy of insurance. 

The insuring clause is as follows: 
“For direct loss by robbery of money, 
intended for pay rolls only, from the 
care or custody of any employe of the 
Assured, while acting as Messenger or 
Paymaster, and while receiving, han- 
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dling, conveying and distributing the 
same, to and from and within such 
place or places as may be directed by 
the Assured and described in State- 
ment No. 3 of the Schedule.” 

The policy defines “robbery”: 

“Robbery, within the meaning of the 
policy is limited to a felonious and 
forcible taking of property: 

“A. By violence inflicted upon the 
person or persons in the actual care and 
custody of the property at the time, or 

“B. By putting such person or per- 
sons in fear of violence, or 

“C. By an overt felonious act com- 
mitted in the presence of such person or 
persons and of which they were actually 
cognizant at the time, or 

“D. From the person or direct care 
and custody of a custodian, who, while 
conveying property insured under this 
policy, has been killed or rendered un- 
conscious by injuries inflicted maliciously 
or sustained accidentally. 

“E. Premises as referred to in this 
contract shall mean the entire property 
of the Assured at the various locations 
name! in the policy including intersect- 


ing streets not beyond outside boundary 
of such property.” 

Under the heading “Special Agree- 
ments” are the following: 

“A. The company shall not be liable 
for any loss: (1) Unless effected be- 
tween the hours between 7 a. m. and 
7.2 os #2 

“D. The hours of coverage as de- 
scribed in the policy shall refer to the 
hazard existing outside of the premises 
of the Assured and it is made a part 
of this Contract, that the hours of cov- 
erage on all pay roll money on the 
premises of the Assured are extended 
to cover from 6 a. m. to 10 p. m.” 

Under the heading, “Location where 
money is paid to employes and the 
number of guards accompanying each 
paymaster and location and kind of 
conveyance used and other form of 
protection,” is the following: 

aS Guards Private Conveyance 
Other Protection 

“22. Tractor Works, Chicago, Ill. 2 


or ar 


As to two of the other plants pro- 
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vision is made for a “safe” for other 
protection. 

The policy further provides: 

“Number of paymasters not to ex- 
ceed thirty-two (32) but there may be 
as many assistant paymasters as are re- 
quired, and the personnel of the pay- 
master at any place, or any of his as- 
sistants, is entirely eliminated. 

“It shall not be a breach of war- 
ranty to dismiss any and all guards 
used in the conveyance of said pay 
roll moneys, after the paymasters shall 
have entered the premises of the As- 
sured.” 

On March 5, 1926, money, intended 
for pay rolls only, was transported by 
Brink's Express from plaintiff's main 
ofice to the Tractor Works. It was 
in a box 3 feet long, 2% feet high, 
and 18 inches broad, weighing about 
175 pounds. It was removed from 
the express wagon and carried by the 
expressmen into a room known as the 
conference room and placed on the 
floor in the northwest corner of the 
rom. This room was one of a series 


along the south front of the building. 
They were separated by partitions of 
which the lower 3% feet were solid 
wood and the remaining portions glass. 
The rooms in their order from west 
to east were the office of the superin- 


tendent, the office of the assistant 
superintendent, the conference room, 
and the office of the cashier. Then 
came the vestibule, on the other side 
of which were additional rooms. John- 
son, the cashier, gave a receipt for the 
box, Brink’s messengers and guards 
went away and the door to the con- 
ference room was locked. No one re- 
mained in the conference room. It 
appears that no one was in the office 
of either the assistant superintendent 
or the cashier. Waring, the assistant 
superintendent, and Lutz, the superin- 
tendent, were. in the superintendent's 
office. There were watchmen and other 
employes in different parts of the 
building. Wrath, the regular pay- 
master, was not in the building. It 
is not claimed that any employe, with 
the e. eption of Lutz, the’ superin- 


519 


tendent, was charged with the care and 
custody of the box, as paymaster or 
messenger, after it had been placed in 
the conference room. 

About ‘thirty minutes after the box 
was placed in the conference room, a 
group of robbers invaded the premises, 
covered Lutz, the watchmen, and other 
employes with revolvers, fired shots, 
broke the glass partition of the confer- 
ence room, and carried away the box. 

This question must be answered: 
Was there a robbery, within the mean- 
ing of the policy, from the care or 
custody of Lutz, while he was acting as 
messenger or paymaster, and while he 
was receiving, handling, conveying, or 
distributing the money? And_ in 
answering the question consideration 
must be given to the definition of 
“robbery” in the policy, by which the 
violence, threats, or felonious acts must 
be directed against or committed in 
the presence of the person or persons 
in the actual care and custody of the 
property. 

Plaintiff stresses the rule that con- 
tracts of insurance should be liberally 
construed to accomplish the purpose 
for which they are made, and that the 
language of the policy must be inter- 
preted with reference to its general 
purpose and its particular subject- 
matter. The object of the policy, it 
is said, should not be defeated by any 
narrow interpretation of its provisions, 
nor by adopting a construction favor- 
able to the company if there be another 
construction equally admissible under 
the terms of the policy. The rule, 
however, does not permit the court 
to make contracts for the parties or to 
take away from plain and unambiguous 
terms their obvious meaning. 

It is urged that, inasmuch as de- 
fendant for a long time had followed 
the practice of leaving the pay roll 
box in this conference room in the 
manner in which it was left on March 
5, 1926, the policy must be construed 
as having been written with that prac- 
tice in mind and held to cover the 
entire period of the pay roll operations, 
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including the time when the box was 
“at rest.” 

The language of the policy seems 
clear. Accepting the contention that 
it was written with the specific pay 
roll operation at this plant (which was 
one out of thirty-two) in mind, its 
provisions negative the idea that it was 
intended to cover any part of a pay roll 
operation when the money was not in 
the actual care and custody of a mes- 
senger or paymaster. It might be con- 
tended with just as much force that 
the policy was framed so as to relieve 
the defendant from liability whenever 
the plaintiff saw fit to give the pay 
roll a measure of protection different 
from that specifically set forth. To 
leave the box week after week in an 
empty room, without any appearance 
of guarding it, except the presence of 
the superintendent at his desk in a 
room which was not even adjacent to 
that in which the box was left, was 
something against which the defendant 
might well wish to protect itself. Such 
a course was the very thing which 
would suggest to criminal minds the 
possibility of success in carrying out 
the plan to rob shown in this case. 

Plaintiff argues with great emphasis 
that the presence of Lutz in his office 
was a compliance with the provisions 
of the policy, and here the arrangement 
between Lutz and Wrath, the pay- 
master, that on pay roll days Lutz was 
to remain in his office until Wrath 
had returned is stressed. The record 
has been examined carefully on this 
point. Viewing the evidence as favor- 
ably as possible to the insured, the court 
is unable to find that the pay roll 
money, at the time of the robbery, was 
in the actual care and custody of Lutz 
while he was acting as messenger or 
paymaster and while he was receiving, 
handling, conveying, or distributing the 
same. In fact, the word “care” may 
not properly be applied to the relation 
of Lutz to this money. There was no 
act on the part of Lutz which would 
give, even remotely, the impression that 
he was doing anything to look after 
the box or that he was protecting it. 


—_—. 


The box was brought into the room. 
The messengers and guards and the may 
who receipted for it went away. They 
had no communication with Lutz. The 
custody of Lutz was purely subjective, 
It cannot be described as actual. Nor 
was he acting as messenger or pay- 
master or in any other capacity with 
reference to the pay roll box. 

The evidence in this case, in the 
opinion of the court, requires a finding 
for the defendant. In the view which 


the court takes of this case, the requests 
for special findings must be denied. 


WISCONSIN BANKSHARES TO 
BROADCAST CONCERTS 


THE Milwaukee Philharmonic _ orchestra, 
composed of eighty musicians, will give a 
series of broadcasts this winter over station 
WTMJ, Milwaukee, in a program sponsored 
by the Wisconsin Bankshares Corporation. 
There are to be six programs, one each month, 
beginning October 8 and continuing until 
February 18. 


NEW SHAWMUT OFFICERS 


ArTHUR E. Spence, William Wadsworth 
and Arthur B. Tyler have been appointed 
assistant trust officers of the National Shaw: 
mut Bank of Boston. Mr. Spence is also 
an assistant cashier. 


DOUBLE TAXATION OF SECURI- 
TIES BARRED 


A DECISION barring double taxation of securi’ 
ties in the settlement of estates has been 
handed down by the Jefferson County Court 
at Louisville, Ky., on litigation undertaken 
by the Chase National Bank of New York, 
as successor to the Equitable Trust Company 
of New York. The decision enjoins the 
Kentucky State Tax Commission from levy: 
ing an inheritance tax on the transfer of 
certain shares of common stock of a Ken: 
tucky corporation owned by the estate of 
a New York resident. 

The principle of law cited by the courts 
in barring double state inheritance transfer 
taxation on securities in this case is based 
on the fourteenth amendment to the Consti- 
tution of the United States. The decision 
indicates that only the state of the decedent's 
domicile may levy transfer taxes upon such 
intangible properties, and that to permit an 
other state to levy a similar tax on the trans: 
fer of those same securities would not be 
due process of law. 
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Looking back on 100 
years of activities inti- 
mately related to the pro- 
gress of the Argentine 
Republic. 


We offer our services in 
the banking and other 
fields to strengthen and 
extend the links connect- 
ing our country in its 
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of the world at large. 
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when in the Argentine, 
to call at our institution, 
assuring them greatest 
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Founding a British Empire Bank 


The Functions and Possibilities of Such an Institution—A Problem 
for the Imperial Conference 


By Leonarp J. REID 
Formerly financial editor of the Nation and Athenaeum 


N idea which, temporarily perhaps, 
is very much to the fore in inter- 
national politics, is that of divid- 
ing up the world into international 
groups or units. Across the Atlantic the 
advocates of Pan-America are ceaseless 
in their energies. Nearer home M. 
Briand, despite the bitter attacks of his 
erstwhile chief, M. Poincare, is trying to 
coax the nations of Europe into some 
measure of active co-operation. Finally, 
British politics have recently been enliv- 
ened by Lord Beaverbrook’s tremendous 
campaign on the platform and in the 
press for what he describes as “Empire 
Free Trade” and his opponents irrever’ 
ently call “Empire Protection.” Behind 
this campaign the essential idea is the 
eventual welding of the British common- 
wealth of nations into something which 
might deserve the name of “union” if not 
of “unit.” 

Of the tremendous obstacles in the 
way of unifying the diverse countries of 
the far-flung British Empire, whether 
economically or politically, no observer 
of public affairs in any part of the em- 
pire can possibly be aware, and they have 
been stated with convincing strength 
even by famous British conservatives like 
Lord Huge Cecil.. Nevertheless, just as 
European opinion is vaguely, if timidly, 
favorable to the idea that the countries 
of Europe should see what steps can 
properly be taken to draw a little closer 
together for the purposes of better or- 
ganization and mutual self-help, so, also, 
people of all shades of opinion in Britain 
trom trade union leaders to captains of 
industry, and from the left wing of the 
Socialist Party to the Tory “die-hard,” 
are turning more and more to the idea 
that closer empire organization is ur- 
gently desirable. This trend of opinion 


will doubtless find prominent expression 
at the imperial conference about to be 
held in London, and from the discussions 
the idea of an empire bank is almost 
certain to arise. 


AN EMPIRE BANK 


Is the idea of such a bank a mere 
chimera? Or is it merely a premature 
object?. Or again, is it a perfervid exag- 
geration by theoretical enthusiasts of a 
project, which in a far more limited form 
is practicable now? In view of the prob- 
ability of the idea being sprung upon the 
empire in a rather flamboyant manner, 
it is well that we should clear our minds 
on a few essential points. First of all 
take the idea in its biggest form, a full- 
blown central bank for the whole em- 
pire, which probably appeals primarily 
merely through its bigness. At this 
stage at any rate the project in this 
grandiose form may be dismissed. It 
would pre-suppose, for one thing, the 
unification of the scores of different 
currencies existing throughout large por- 
tions of two hemispheres, and inciden- 
tally the adoption of the metric system 
in Britain. No more need be said. 

In its next biggest form the idea is 
one of a central bank merely acting as 
the. super-central bank of the central 
banks of the great countries of the em- 
pire. Here we are getting a little nearer 
to practicability, and the attractions are 
obvious. If the Bank for International 
Settlements can, as its founders and sup- 
porters hope, gradually succeed in lead- 
ing the great money centers into the path 
of co-operation, in controlling excessive 
gold movements, and in smoothing out 
curves of credit ease and stringency, can’ 
not a similar institution be set up for the 
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British Empire? Is not this avenue of 
co-operation more easily open to the em 
pire, with its special ties and lack of 
language bars, than to Europe of many 
tongues and races? The short answer 
which the writer should feel inclined to 
give to questions of this sort may be ex- 
pressed in two words, “perhaps some- 
day.” At present difficulties are great, 
and one of them, the vast distances be- 
tween parts of the empire, is permanent 
except in so far as the speeding up of 
air transport removes it. But, if anyone 
thinks that the way is now easy to this 
sort of empire central bank, let him re- 
flect for a start that neither Canada nor 
India has a central bank of its own and 
apparently neither country is at present 
anxious to have one. 


A DISTANT DREAM 


Without looking further, the writer 
thinks one may say quite definitely that 
any sort of empire bank is no more than 


—. 


a very distant dream. Nevertheless, jf 
and when economic co-operation within 
the empire begins to grow—and it is 
bound to receive an important fillip in 
the near future—the need for closer 
financial and banking co-operation be- 
tween different parts of the empire will 
be emphasized. Means will have to be 
devised to meet the need, but they are 
likely to be evolved by slow stages and 
in response to actual experience of 
proved requirements. Machinery will be 
evolved as experience grows, but it is 
also important to remember that consul- 
tation and co-operation between London 
and many parts of the empire are not 
wholly lacking as it is. Barclay’s Bank, 
to mention only one of London's “Big 
Five,” has very important connections 
in the empire, and that the mother of 
banks herself—the Bank of England—is 
by no means unapproachable in relation 
to banking, credit and exchange difficul- 
ties in various British countries overseas 
is clearly proved by Sir Otto Niemeyer’s 
recent mission to Australia, which was 
undertaken by him as the express envoy 
of Britain’s central bank. Such missions 
will doubtless be repeated as need arises, 
and liaison will gradually be established 
in increasingly practical form. Whether 
from this stage the empire will proceed 
to something far more definite and con- 
crete in the shape of any new imperial 
institution depends to a large extent 
upon the course of the empire's economic 
policy. Should Lord Beaverbrook’s dream 
of an exclusive empire unit be fulfilled, 
something of the sort may follow. But 
the writer does not think any of us will 
see it in our life-time. 


MANHATTAN CHANGES 


Rosert M. CaTHERINE, formerly vice-presi’ 
dent of the Bank of Manhattan Trust Com: 
pany, New York, in charge of the uptown 
branches, has been elected a vice-president 
of the New York Title and Mortgage Com: 
pany, and the American Trust Company, in 
charge of their business in Brooklyn. Both 
Bank of Manhattan Trust and New York 
Title and Mortgage are controlled by the 
Manhattan Company, and the American 
Trust Company is owned by the New York 
Title and Mortgage Company. 





The Financial Situation Abroad 


A Monthly Survey of Current Financial, Economic and Political 
Events in Great Britain and the Nations of Europe 


By Paut EInzic 


European Correspondent of THE BANKERS MaGaziNnE and Foreign Editor of The Financial 
News, London 


tinues unabated, with very few 

bright spots on the horizon. The 
downward trend of the price level 
continues; while until recently food 
and raw material were leading in the 
decline, now the downward movement 
has spread over various groups of 
manufactures. Although inconvenient 
while it lasts, this readjustment of the 
discrepancy between the prices of the 
two main groups of commodities is de- 
cidedly a sound process, as eventually 
it will enable the agricultural popula- 
tion to cover their usual requirements 
in manufactures, in spite of the decline 
of their purchasing power caused by 
the low price of their products. In 
the textile industries, or motor indus- 
tries, the decline of prices is a conse- 
quence of the depression, as unsold 
stocks have to be marketed somehow. 
In other cases, it follows automatically 
the decline in the price of raw mate- 
rial. Unfortunately, retail prices and 
the cost of living do not follow the 
downward course of wholesale prices; 
it may take years before the readjust- 
ment is complete in that respect. 

While the econorhically and finan- 
cially strong countries stand the de- 
pression fairly well those countries 
which have not altogether recovered 
from the effects of the war are in a 
most difficult position. The support 
of the millions of unemployed is a 
dificult problem even in Great Britain, 
while in countries such as Germany 
its problems are almost impossible to 
solve. In the economically strong 
countries, well-established business firms 
with ample reserves are in a position 
to weather the bad spell, but in coun- 


Ten world-wide depression con- 


tries where business firms have had no 
time to reconstruct their reserves de- 
stroyed by the war and its after-effects 
one bad year is sufficient to make. them 
bankrupt. 


MONEY RATES LOWER 


Under the circumstances, the per- 
sistent downward trend of money rates 
is not at all surprising. There was 
no reduction of the bank rates of any 
of the principal countries during the 
month under review, but several of 
the minor central banks reduced their 
rediscount rates. The process of level- 
ing down interest rates is thus making 
further progress. The margin between 
the highest and lowest bank rates in 
Europe is still 6/2 per cent., but the 
number of those bank rates which are 
within reasonable distance from the 
principal bank rates is increasing 
steadily. The margin between market 
rates or bank loan rates has contracted 
in various countries to a much greater 
extent than the margin between bank 
rates, for in countries with compara: 
tively high bank rates the rates of in- 
terest are now approaching the official 
rate. 

In countries such as Poland, Ru- 
mania, or even Germany, there is 
still a considerable discrepancy between 
loans in terms of sterling or dollar and 
those in terms of the local currencies, 
the interest on the latter being con- 
siderably higher. This does not indicate 
any distrust toward the local currency. 
The rate of dollar loans to Germany is 
largely influenced by New York money 
conditions, while that of reichsmark 
loans is determined by the conditions 
in the German money market. 
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THE INTERNATIONAL BANK 


As the statutes of the Bank for 
International Settlements determine the 


scope of that institution only very 
vaguely, it is often credited with 
schemes and transactions which are 
obviously outside its scope as conceived 
by its authors. Needless to say, re- 
ports to that effect prove mostly with- 
out foundation. The latest report of 
that kind is that the bank will take an 
interest in an international mortgage 
bank to be established in Amsterdam. 
As liquidity is one of the fundamental 
principles laid down by the statutes it 
is most unlikely that the bank will ac- 
quire shares in a mortgage bank or that 
it will participate in any mortgage loan 
operation. 

The return of the bank dated 
August 31 shows a further considerable 
increase of the amount of its time 
deposits. It is believed that this was 
largely due to the fact that, during 
August, a number of central bank: 
opened accounts with the bank. Once 
most central banks have contributed 
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their initial deposits the increase of the 
hank’s resources is bound to slow down. 
It is worth noting that the major part 
of the deposits is in the form of time 
deposits, while the predominant part 
of the assets is represented by time 
loans. The amount of bills held by 
the bank shows a considerable decline 
during August. In view of the ex’ 
cessive demand for bills by banks— 
which is responsible for the low bill 
rates in various markets—the policy of 
the international bank in reducing its 
own bill holding is certainly in accord: 
ance with the general interest. 


GREAT BRITAIN 


The political horizon remains as 
obscure as ever Although the popu: 
larity of the Labor Party has suffered 
considerably in consequence of the 
spectacular increase of unemployment, 
the results of by-elections do not in- 
dicate any political landslide. It is 
doubtful whether there will be general 
elections in the autumn. The govern’ 
ment may depend upon the support of 





his purchases directly. 





Increasing Profits 


A MANUFACTURER Who purchased raw material through domestic 
commission merchants desired to visit European markets and make 


At the Irving’s suggestion, he carried with him an assignable docu- 
mentary Letter of Credit which enabled him to assign portions of the 
credit to various sellers under widely ranging selling terms. 


Thus, he was able to buy at more favorable prices and thereby to 
increase profits — a result of Irving service. 


Irvinc Trust ComPANy 
Out-of-Town Office—W oolworth Building 
New York 


the Liberals so long as it opposes the 
protectionist tendencies of the Con- 
servative Party. At the same time, it 
is likely to have more trouble than 
ever with its own extremist wing. On 
the other hand, the ranks of Conserva- 
tives are divided as a result of’ the 
empire free trade campaign of Lords 
Rothermere and Beaverbrook. In any 
case, the Conservative Party is not 
very anxious to assume office at a 
moment when unemployment is likely 
to increase further, and when the 
balancing of the budget is likely to 
present a most difficult problem. It 
is probable, therefore, that the present 
Parliament will be allowed to carry on 
at least until after the budget state 
ment in April. 

It seems probable that the govern- 
ment will have to yield to some extent 
to the increasing pressure for protec 
tion. In addition to the planned im 
port boards which would monopolize 
the purchase of raw material: and food, 
another protectionist reform is planned 
by the Labor Party: the introduction 
of an all-round import duty of 10 per 
cent. on all manufactures. Although 
it is emphasized in quarters responsible 
for the suggestion that the sole object 
of this duty would be to produce 
revenue for the balancing of the budget 
it is none the less regarded as a con- 
cession to trade unionist pressure for 
the protection of industries. In some 
quarters, the duty is regarded as the 


worst form of : protection, as it is in- 
discriminative and, therefore, unscien- 
tific. Mr. Snowden is said to be against 
the measure as well as against the 
import boards, and his resignation is 
regarded as a possible development in 
the autumn. There is no reason to 
believe, however, that the. controversy 
which undoubtedly exists within the 
cabinet should lead to an open break 
between Mr. Snowden and the govern- 
ment. 
BUDGET PROBLEMS 


It seems that, apart altogether from 
any desire to please the protectionist 
wing of the party, the introduction. of 
an import duty is necessary from a 
purely fiscal point of view. It is re- 
garded as certain that the budget for 
1930-31 will close with a considerable 
deficit, in spite of the increase of direct 
taxation. Even extreme Socialists realize 
that, for the present, a further increase 
of income tax and supertax is outside 
the realms of practical politics. It 
would not result in an increase of the 
yield of these taxes, as it would further 
accentuate the business depression and 
also the flight of capital from taxation. 
In order to balance the budget, it will 
be necessary to find new resources. 
As an increase of taxation on food is 
against Socialistic principles, and an 
increase of taxation on, drinks or 
tobacco would be a bad policy from 
an electioneering point of view, the 
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only possible source from which a sub- 
stantial increase of receipts can be 
expected is customs duties on manu- 
factures. Although to some extent 
this might also lead to higher prices, 
this is regarded as the smallest of all 
possible evils, as imported manufactures 
are mainly luxury articles and an in- 
crease would not affect the budgets of 
workmen’s families to any great extent. 

In addition to the direct increase of 
receipts, the fiscal duty on imports is 
expected to result in an indirect benefit 
to the treasury. To some extent, it 
would tend to assist home industries 
and would result in, therefore, an in’ 
crease of income tax receipts, or at 
least it would counteract the decline 
caused by the trade depression. In 
any case, it is certain that, in the 
present circumstances it will be im- 
possible to repeal the McKenna duties. 


MONEY MARKET 


Money continued to remain very 
easy, and the market rate of discount 
declined to new low levels since the 
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war at the end of September. This 
is all the more remarkable as the gold 
position and the tendencies of the ex: 
changes are anything but favorable. 
Although the efflux for France stopped 
for the time being, and a few small 
consignments. of gold have been re- 
ceived from Brazil and Australia, the 
gold prospects are hardly encouraging. 
The market price of gold continues to 
command an abnormal premium which 
makes it impossible for the Bank of 
England to compete for the South 
African gold arrivals. The French 
exchange never departs to a very great 
distance from gold export point, s0 
that the efflux to Paris may be resumed 
at any moment. Over and above all, 
it is possible, and even probable, that 
gold will be shipped to New York in 
the course of the autumn. As a result 
of strong commercial demand by inv 
porters, the dollar moved strongly 
against sterling at the beginning 0 
September, and it may reach gold 
export point. 

One of the reasons why the dis 
count market takes so little notice of 
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the unfavorable attitude of the dollar 
exchange is that it is a widespread be- 
lief that the co-operation between the 
Bank of England and the Federal Re- 
serve authorities will prevent the ship- 
ment of gold from New York to 
London. Although such shipments are 
considered undesirable in official 
quarters in both centers it is taking 
too much for granted to assume that 
they will be prevented at all cost. As 
the adverse trend of sterling in rela- 
tion to dollar 
natural influence of seasonal pressure 
possibly the -authorities may abstain 
from interfering with it. The object 
of co-operation is to counteract ab- 
normal tendencies, not to interfere with 
normal economic factors. The present 
case is calculated to prove that exag- 
gerated hopes attached to co-operation 
may be decidedly harmful. But for the 
optimism of the discount market, dis- 
count rates in London would be kept 
at a higher level which again would 
retard, or even avert, the depreciation 
of sterling beyond gold export point. 


is the result of the, 
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STOCK EXCHANGE REVIVAL 


In the middle. of the dead season, 
during the second half of August, a 
better trend became noticeable in the 
stock exchange. There was an improv’ 
ing tendency in every section. The 
main cause of the improvement is the 
better tendency in Wall Street. In 
addition, it is generally believed that 
the decline of industrial shares, at- 
tributed to forced selling from some 
quarters, went rather too far, so that, 
as soon as the alleged forced selling 
stopped the market was ripe for a 
favorable reaction. At the same time, 
rumors of the possible resignation of 
Mr. Snowden—dealt with above— 
have also contributed to create a better 
feeling in the markets. Lastly, the 
belief that the liquidation of the boom 
is now complete is, rightly or wrongly, 
gaining ground. 

The fate of this revival depends 
almost exclusively on the attitude of 
Wall Street. In addition to its direct 
influence upon the price of interna- 
tional stocks, the psychological influence 


529 





CHUBB & SON’S LOCK 


128, QUEEN VICTORIA STREET, LONDON, E. C. 4 


Telegrams—‘CHUBB, LONDON” 


Works— Wolverhampton 
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of Wall Street upon all European stock 


exchanges has increased to a very great 


extent. It is difficult to imagine an 
advancing market either in London or 
in any continental Bourse unless New 
York remains steady. 


FRANCE 


There are indications that the world- 
wide depression has checked the wave 
of prosperity experienced in France 
during the last two years. The index 
number of production shows a marked 
decline, especially in the textile indus- 
try, and the trade balance is also less 
favorable than last year. The pro- 
longed textile strike in the North was 
another adverse factor. On the other 
hand, the decline of spendings of 
foreign tourists was less pronounced 
than was anticipated. It is true that, 
as a result of the depression, the 
number of American and British visi- 
tors has declined considerably. On the 
other hand, there has been a surpris- 
ingly large number of German visitors 
to France this year, so that the number 
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of foreign visitors reached record 
figures. At the same time, the spend- 
ing power of these tourists compares 
unfavorably with that of British and 
American tourists, so that the total 
amount left in France is probably in- 
ferior to the corresponding figure of 
last year. Although hotels are over- 
crowded and prosperous, luxury in- 
dustries living on the spendings of 
foreign tourists are beginning to fee! 
the depression. 

As it is expected that the decline of 
business activity will bring about a re- 
duction of taxation receipts the govern- 
ment has decided to enforce strict 
economy. As the cost of living does 
not decline it will hardly be possible 
to reduce the salaries of civil servants 
who, as it is, are by no means over’ 
paid. Possibly the evacuation of the 
Rhineland may enable the government 
to save on the army, provided that, as 
a result of the German elections, 
French public opinion will not demand 
the maintenance of large garrisons on 
the eastern frontier, and that relations 
with Italy develop favorably. 
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BORROWING ABROAD 

The item which lends itself to a 
considerable reduction is the interest on 
public debt. For some time past, the 
government has been considering the 
issue of a huge conversion loan. It is 
planned to convert the whole existing 
internal debt. Although market condi- 
tions are favorable to such an operation 
the government still hesitates as it 
hopes that conditions next year will be 
even more favorable. Meanwhile, it is 
endeavoring to eliminate the high in- 
terest-bearing loans issued abroad by 
various corporations under government 
guarantee. Part of them are being 
repaid out of the treasury’s famous 
surplus which consists in part of bal- 
ances abroad. Part of the funds re- 
quired for the purpose are being raised, 
however, by means of external loans. 
The Services Contractuels des Mes’ 
sageries Maritimes has just issued a 
4V4 per cent. loan of 5,000,000 guilder 
in Amsterdam under French govern’ 
ment guarantee, the proceeds of which 
will be used for the partial repayment 
of the company’s $10,000,000 loan. 

This transaction was subject to 
criticism in the British press, on the 
ground that it indicates a desire on 
the part of the French authorities to 
prevent a decline of the abnormally 
large French balances abroad. and that, 
in consequence, it contributes to the 
influx of gold to France which is 
causing considerable inconvenience to 
other countries. Considering that the 
company could have borrowed in Paris 
on a 4 per cent. basis, and that it is 
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not very dignified for a first-rate bor- 
rower to issue a loan abroad in a 
foreign currency and under the guar- 
antee of the government, it is difficult 
to explain the object of the transaction. 
The amount involved is, of course, 
negligible, but the question of principle 
Is important. ’ 
GOLD INFLUX 
This leads to the much-discussed 
question whether or not the French 
authorities approve the influx of gold. 
Although they may not actually en- 
courage the influx it does not seem 
to be altogether unwelcome, judging 
by the attitude of the officially inspired 
French press. The issue of foreign 
loans in France—which would counter- 
act the tendencies responsible for the 
influx of gold—is being discouraged, 
although Paris is at present practically 
the only market where large foreign 
loans could be floated on reasonable 
terms. If, in addition, France is bor- 
rowing abroad with the approval and 
guarantee of its government, even if it 
is for the purpose of repaying external 
deht. those who contend that the 
French authorities disapprove of the 
gold influx which they cannot prevent 
will find it difficult to carry conviction. 
There has been much discussion as 
to the reason why the expansion of 
currency brought about by the influx 
of gold during the last twelve months 
has failed to bring about a correspond- 
ing rise in the French price level. One 
of the reasons is that the influx coin- 
cided with a decline in world prices 
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affecting 
Another reason is 


which could not 
French price level. 
the revival of the hoarding habit of 
the French rural population. There is 
a persistent demand for notes on the 
part of the provincial branches of 
French banks, and the amounts trans- 
ferred to them usually do not find their 
way back to Paris. Now that the 
stability of the franc is beyond doubt 
the farmers have reverted to their old 
habit of keeping their savings in the 
shape of notes. Thus, although the 
nominal amount of the outstanding 
note issue has increased considerably 
since the beginning of last year, the 
increase of the active circulation is 
considerably less. The existence of a 
large amount of hoarded notes is a 
potential danger, as there is always a 
possibility of the sudden return of large 
amounts into circulation. Possibly the 
issue of a conversion loan on attractive 


help 


terms, or the revival of the issue of 
foreign loans, might result in such 
development. 
GERMANY 
The electoral campaign is in full 


swing, though the activities of parties 
are handicapped by their lack of funds. 
In many cases, an admission of 50 
pfennige is charged by organizers of 
political meetings to cover the cost of 
the meetings. Business circles are rather 
uneasy as to the pas ey of the elections, 
as it is feared that the two extreme 
parties, Communists and National 
Socialists, will obtain a large number 
of seats. Although representing the 
extremes in politics, both parties are 
nemies of industrial and banking in- 
y, 


cr 
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and the strengthening of their 
influence would certainly tend to dis- 
courage business, especially if the mod- 
erate parties weaken to such extent 
as to be unable to form a government 
with a working majority. 

Unemployment continues to increase, 
and it is feared that during the winter 
when building is suspended the number 
of workless will reach four million. 
The government is engaged in a 
number of unemployment — schemes 
which are expected to provide work for 
several hundreds of thousands of un- 
employed. The state railways are 
embarking upon an ambitious program 
of reconstruction and extension work: 
part of the funds required have been 
raised through the issue of 150,000 
reichsmarks of five-year bonds under 
the guarantee of the government. The 
post office also intends to make con- 
siderable capital expenditure; it intends 
to introduce the automatic telephone 
and to improve international under- 
ground cables. 


terests, 


RATIONALIZATION 


Although the world-wide crisis is 
largely responsible for the increase of 
unemployment, the progress of ration- 
alization has also its share of the re- 
sponsibility for it. The closing down 
of factories and pits in the highly 
industrialized western provinces, as a 
result of rationalization, has thrown 
hundreds of thousands of workmen 
out of employment. Rationalization in 
banking—the elimination of overlap- 
ping branches and services in amal- 
gamated institutions, and the introduc- 
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tion of labor-saving devices—resulted 
in the dismissal of thousands of clerks. 
Thus, the immediate effect of ration- 
alization is the accentuation of the 
crisis. 

In the long run, however, Germany 
will benefit by it to a very great 
extent. Together with the joint efforts 
of government, employers and employes 
to reduce prices, it will enable German 
producers to compete successfully with 
their foreign rivals. Unless the polit- 
ical factor interferes seriously with 
business, the chances are that, as soon 
as the present international depression 
gives way to recovery, German ex- 
porters will be able to capture a very 
large proportion of the increase of 
trade. At present, the trade balance 
of Germany is satisfactory, as a result 
of the reduction of imports. Agricul- 
ture has benefited to a great extent by 
the protective duties imposed on food 
imports. 

ITALY 


The failure of the Bonifiche Ferraresi, 
a big company engaged in land re- 
claiming and other work of land im- 
provement, has created a very unfavor- 
able impression. Fortunately, it had 
no external debts, so that it did not 
affect the external credit of the country 
to any noteworthy extent. As a re 
sult of the failure, the Piccolo Credito 
Novarese, which held 80,000 shares 
of the company, suffered considerable 
and will be absorbed by the 
Banca Popolare di Novarra. It is 
believed that other companies are in 
difficulties. Owing to the absence of 
information, banking opinion abroad is 
inclined to be excessively pessimistic 
s to the business situation in Italy, so 

to be on the safe side. 
Negotiations are reported to be in 
progress for the absorption of the 
Banca Italo-Britannica by the Banca 
d’America e d'Italia. The former had 
to be reconstructed at the beginning 
of last year, as it suffered heavy losses 
as a result of alleged unauthorized 
speculative operations. The British 
group controlling the bank formed a 
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The Chemical Industry 


cAn abundance of raw materials, in- 
cluding salt, petroleum, sulphur, 
alcohol, natural gas and limestone, 
plus efficient transportation facilities, 
make New Orleans an ideal location 
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holding company in London to take 
over the security commitments of the 
bank, and ever since negotiations have 
been conducted for its amalgamation 
with an Italian institution. 


SOVIET RUSSIA 


The court of arbitration set up in 
virtue of the concession granted by 
the Soviet government to the Lena 
Goldfields, Ltd. awarded the company 
an indemnity of £18,000,000. The 
Soviet government refuses to recognize 
the validity of the award, on the 
ground that the court of arbitration had 
no competence to deal with the action. 
It is believed that the attitude of the 
Soviet government will affect its ex- 
ternal credit to some extent; and it 
will increase the difficulties of raising 
credits abroad. 

Reports as to the extent to which 
Soviet Russia is likely to be able to 
export grain are rather contradictory. 
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understood that a considerable 
tonnage has been chartered for that 
purpose. At the same time, the Soviet 
continues to export timber at prices 
at which other producers are unable 
to compete. Apparently the proceeds 
of its exports do not altogether meet 
its requirements of funds; it is believed 
to resume the shipment of gold to cover 
the deficiency, and it is endeavoring 
to sell platinum in foreign markets, al- 
though the price has declined con- 
siderably. 

The efforts for the industrialization 
of the country are stated to be making 
progress. A number of factories have 
been erected lately, not only to cover 
internal requirements but also to pro- 
duce an exportable surplus. It is be- 
lieved that, within the next few years, 
foreign markets will be flooded with 
Russian textile of inferior quality. 


It is 


HOLLAND 


The country is suffering considerably 
as a result of the introduction of pro- 
tection in Germany against agricultural 
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imports. Dutch agricultural interests 
are leaving no stone unturned to induce 
the government to introduce protection, 
in part in order to safeguard the home 
market at least for the home producer, 
and in part to provide means by which 
Germany could be induced to lower 
its tariffs against Dutch agricultural 
products. So far, however, the move- 
ment has been unsuccessful. The 
government is determined to remain on 
a free trade basis, and the only con- 
cession it has made to the principle 
is in respect of an import duty on 
sugar, in the interest of the sugar beet 
producers and refiners. 

Thus disappointed, Dutch agricul- 
tural interests have begun a propaganda 
movement advocating the boycott of 
German goods so long as the tariff 
against Dutch products is maintained. 
Several leading industrial enterprises 
have joined the movement, and have 
declared that, so long as the sale of 
their manufactures in Germany is pre- 
vented by prohibitive tariff they will 
refrain from buying anything from 
Germany. It is doubted that the 
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First National Bank, Mt. Vernon, N. Y. 


HE building of the First National Bank of Mt. Vernon, N. Y., 

has recently been enlarged and remodeled without the neces- 
sity of the bank’s removal to temporary quarters. Frontage has 
been increased from 48 to 96 feet and the first two stories 
veneered with stone. A new entrance is also provided. 


HOLMES & WINSLOW 


Specialists in Bank Architecture 
and Interior Equipment Complete 


153 East 38th Street New York 





View ot a newly designed vault door and vestibule with a 
section of the wall cut away, showing the re-enforcing rods 
projecting into the interlocking channel section of the vestibule 
and tying into the heavy ribs of same. After the pouring of 
the concrete, this vestibule becomes an integral part of the wall. 
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THE BANKERS MAGAZINE 


movement will have n.uch effect, in 
view of the necessity for Germany to 
curtail her imports 


SPAIN 


The peseta has continued to depre- 
ciate, notwithstanding the periodical 
statements issued by the government 
declaring that the finances of the 
country are in good order and that they 
are determined to stabilize the currency. 
In August the government at last de- 
cided to take some steps to that end. 
It established a committee consisting 
of the leading banks, which has the 
monopoly of foreign exchange transac- 
tions. As a result of these and other 
measures of restriction, there was a 
temporary improvement, but it was 
followed by a _ relapse. The 
governor of the Bank of Spain was 
replaced, but it failed to impress the 
market favorably. 

There is an increasing discontent in 
Spain with the inefficiency with which 
the government is handling the question 
of stabilization. In possession of one 
of the largest gold reserves in Europe, 
its task of stabilizing the exchange is 
comparatively easy, especially as the 
political situation is no longer troubled 
as it was a few months As, 
however, the authorities are unwilling 
to make use of the gold stock to sup’ 
port the exchange against speculation 
its mere existence is in itself unable to 
prevent a further depreciation. As in- 
land prices are moving in an upward 
direction the delay in stabilizing the 
exchange will necessitate choosing a 
less favorable level for stabilization. 


soon 


ago. 


FINLAND 


As many other countries, Finland 
has improved its trade balance to a 
great extent as a result of the reduc- 
tion of its imports of both manufac- 
tures and agricultural products. The 
situation of the money market has im- 
proved considerably, and the Bank of 
Finland has reduced its rediscount rate. 
The position of the joint stock banks 
has also undergone a considerable im- 
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provement. Their deposits have in- 
creased, while their foreign indebted- 
ness, which was considerable last year, 
has been wiped out. Timber trade is 
adversely affected by Russian competi- 
tion. Sweden, which has always been 
one of the best markets for Finnish 
timber, has recently purchased a large 
quantity of Russian timber. 


POLAND 


Although the political situation is 
still rather obscure it does not affect 
business conditions. The money mar- 
ket is more liquid than it has ever 
been since the establishment of the 
Republic, in spite of the absence of 
foreign loans. Apart from a_ small 
loan of 4,000,000 Swiss frances for the 
Port of Gdynia, there has been no 
foreign lending for some time. On 
the other hand, the leading banks are 
now able to raise credits abroad on 
somewhat more favorable terms than 
before. 
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An international conference was held 
in August in Warsaw, dealing with the 
rationalization of agriculture in central 
and eastern Europe. It dealt with the 
question of reducing agricultural 
acreage, the standardization of grain, 
the raising of funds. It is believed 
that the establishment of an interna- 
tional institution which is planned in 
Amsterdam for providing funds for 
agriculture is the result of the Warsaw 
conference 

RUMANIA 


As a result of the Sinaia conference, 
Rumania and Yugoslavia have con- 
cluded an agreement as to the market- 
ing of their agricultural products. It 
is believed that this agreement will be 


succeeded by the establishment of a 
customs union between the two coun- 
tries. The harvest in Rumania is 
fairly good, though low prices and high 
railway charges reduce the extent to 
which the farmers can benefit by them. 
A convention of great importance has 
been concluded between the leading 
oil companies. Owing to the inade- 
quate refining facilities in the country, 
the price of crude oil has fallen con- 
siderably. In order to remedy this, 
the Astra Romana (Royal Dutch) and 
the Romano-Americana (Standard Oil) 
have undertaken to relieve the other 
companies of their uncomfortable sur- 
plus. The agreement provides for the 
reduction of the output, and for the 
limitation of boring activities. 


International Banking Notes 


ROFIT of the Imperial Bank of India, 
Bombay, for the half-year ended June 
30, 1930, after the usual provisions 
were made, amounted to Rs. 65,58,996. 
To this has been added Rs.15,26,212 brought 
forward from the previous account, making 
a total of Rs. 80,85,208. This has been allo- 
cated as follows: 
To dividend at the rate of 
per cent. per annum 
To reserve fund 
To pension funds 
To carry forward to 
count 


Rs. 45,00,000 
5,00,000 
3,36,000 

next ac- 

27,49,208 
The statement of the bank as of the June 

30 date showed paid up capital of Rs. 5,62,- 

50,000, reserve of Rs. 5,37,50,000 and re- 

sources of Rs. 97,51,69,833. 


THe Union Bank of Scotland, Limited, 


Glasgow, is this year celebrating its centenary 
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year, and in connection with this anniversary 
has published a booklet giving a history of 
the bank and relating its progress. The in- 
stitution was founded in 1830 as the Glasgow 
Union Banking Co. and was the first joint 
stock bank in the West of Scotland. 


THE Yokahama Specie Bank, Japan, has re- 
ported for the six months ended June 30, 
a net profit of 7,121,818 yen, after provision 
was made for bad and doubtful debts, rebate 
on bills and other charges. Together with 
the balance of 6,231,848 yen carried forward 
from the last previous account, there was a 
total of 13,353,666 yen available for distribu- 
tion follows: 


To reserve fund 

To dividend 

To carry forward to next ac- 
count 


as 


Yen 2,000,000 
5,000,000 


6,353,666 
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Current Conditions in Canada 


NTEREST of Canadian business at 
this season of the year centers in 
the agricultural outlook, according 
to the September Monthly Letter ot 
the Royal Bank of Canada, Montreal, 


in surveying present business condi- 
tions. “Quite apart from the price 
at which various products will be 
sold,” it continues, “the volume of the 
crop has a marked bearing upon the 
earnings of transportation and grain- 
handling companies. Until the begin- 
ning of August the crops had made 
excellent progress, but hot, dry weather 
at that time caused considerable dam- 
age. By September 1, between 75 and 
80 per cent. of the Canadian wheat 
crop had been harvested and the most 
recent estimates of yield vary between 
350,000,000 and 375,000,000 bushels. 
This was a substantially larger crop 
than that of 1929 but it did not ap- 
proach the size of the crop of 1928. 
If the grading reports which have 


already been received should prove 
typical, the quality of the crop will 
be excellent. . 

“The oat and barley crop are said 
to be of normal size and this should 
insure a satisfactory supply of feed 
grains. In Eastern Canada, variable 
weather has been experienced during 
the season but on the whole average 
crops are being harvested. Damage 
from drought has been severe in West- 
ern Ontario and British Columbia. 
British Columbia, however, will have 
an apple crop that is above the average 
in both quantity and quality.” 

INTEREST IN PARLIAMENT 

The Business Summary of the Bank 
of Montreal for September 23 empha- 
sizes the importance being placed on 
the emergent session of Parliament. 
“Alleviation of unemployment,” in this 
session, the summary says, “has been 
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sought by two means—expenditure of 
money upon public works, and stimula- 
tion of manufacturing industries by 
the operation of a protective tariff. 
It is hoped that these measures will 
have a direct effect in giving work to 
many who are presently unemployed, 
and a psychological influence in diffus- 
ing confidence in commercial circles. 
The tariff revision touches key indus- 
tries, fron and steel, textiles of cotton, 
wool and silk, leather, glass and others; 
it is frankly protective—more so, prob- 
ably, than ever before—and will supply 
a practical test of the advantages, or 
otherwise, of a protective tariff that 
protects. The appropriation of $20,- 
000,000 to supply work to idle hands 
is to be supplemented by provincial 
and municipal expenditures to the 
same end, giving assurance that the 
problem of unemployment will be less 
acute during the coming winter than 
has been feared. The turning point 
in the downward path of trade may 
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now be nearer at hand, but 


unfavor- 


able factors persist that cannot be 
ignored. Chief of these is the low 
prices of commodities. The decline of 
these cannot yet with certainty be 


said to have ceased, and falling prices 
are the bane of business. 

“An encouraging factor is a growing 
confidence in better business ere long. 
Some large undertakings are under 
way, such as the Canadian National 
Railway terminal at Montreal, and- ex- 
tensive water power development in 


Quebec, Ontario and the Western 
Provinces. President Beatty has de- 
clared the intention of the Canadian 


Pacific Railway to proceed with a build- 
ing program that ordinarily might be 
deferred for a year or two. Greater 
industrial activity may reasonably be 
expected to follow upon the tariff re- 
vision, and the beneficial ramifications 
of industrial activity are wide. Foreign 
market conditions remain unfavorable 
to the export trade in farm products, 
minerals and manufactures, and until 
this condition alters, enlarged operations 
may be confined to domestic markets. 

“In some branches of retail trade 
customary autumn activity has occurred, 
and a considerable tourist influx during 
the last four weeks has helped busi- 
ness, but no pronounced improvement 
has taken place. 

THE LUMBER TRADE 

“The lumber trade has not improved. 
The cut during the coming winter will 
be relatively small and give employ- 
ment to fewer men.  Loadings of 
lumber in the four weeks to September 
6 were 5000 cars less than in the same 
period last year, and since January 1 
there has been a decrease of 32,734 cars 
in lumber loadings. 

FOREIGN TRADE UNFAVORABLE 

“Foreign trade returns continue un 
favorable. In August the total external 
commerce of Canada amounted to 
$148,519,000, being a decrease of 
$61,506,000 from the corresponding 
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month last year, or 30 per cent. The 
decline was $33,724,000 in imports 
and $26,974,000 in domestic exports. 
A feature is the slight increase, 


$706,000, in the value of agricultural 
foodstuffs exported, the first in many 
months, and brought about by a freer 
overseas movement of wheat, shipments 
of which in August were 7,483,000 
bushels greater than a year ago. 


CAR LOADINGS 


“Car loadings do not yet reflect an 
improved condition of general trade, 
all commodity movements, with the sole 
exception of grain, continuing to run 
below those of last year. The excep- 
tion is of some importance in its bear- 
ing on trafhe earnings of transporta- 
tion companies, these having been at 
a relatively low ebb for a year past, 
and now that wheat is moving to 
market, advantages to many interests 
are expected. In the four weeks ending 
September 6, car loadings of grain and 
products were 16,003 cars more than 
in the corresponding period last year. 





Total loadings this year to September 


6 were 252,733 cars less than last 
year. Railway gross earnings have felt 


the effect of diminished freight, those 
of the Canadian Pacific being down 
$25,345,000, and those of the Cana- 
dian National $25,797,000 on the eight 
months. 


BUILDING 


“Construction contracts in August 
were larger in amount than in July, 
but in the elapsed eight months are 
computed to be 17 per cent. I¢ss than 
in the same period last year. Recession 
has been principally in residential and 
ofhce building. Engineering works, on 
the other hand, have been actively pro- 
ceeded with, contracts for this class of 
work amounting to 40 per ‘cent. of 
the whole since January 1, and 52.1 
per cent. in August. 


NEWSPRINT PRODUCTION 


“Newsprint production in August of 
compares 


202,043 216,978 
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tons in July and 213,634 tons in June. 
On the year, production is down 64,146 
tons. The market for newsprint is a 
fairly stable one and _ overproductive 
capacity rather than contracted con- 
sumption has checked the prosperity of 
the industry. 


BANK STATEMENTS 


“The statement of chartered banks 
as at July 31 discloses contraction of 
business during the month as well as 
during the year. Note circulation de- 
clined $13,776,000 and was $18,000,- 
000, about 10/4, per cent., less than at 
the end of July, 1929. More indica- 
tive of the quiet state of trade and 
prevalent unemployment is the decrease 
of $18,475,000 in demand, and of 
$8,270,000 in notice deposits; within 
a year these accounts have declined 
$87,567,000 and $51,200,000 respec: 
tively. Current loans in Canada fell 
$29,323,000 in July, while these loans 
abroad and call loans both at home 
and abroad are reduced. Total opera- 
tions of Canadian banks show a con- 
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traction of slightly more than 9 per 
cent. during the last twelve months.” 


PREDICTION IMPOSSIBLE 


The Canadian Bank of Commerce, 
Toronto, sums up its survey of condi- 
tions in its Monthly Commercial Letter 
for September by stating that it is 
impossible to predict exactly how long 
it will take business to regain its full 
vigor. 

“A physician is not expected,” it 
says, “to set the exact date of a 
patient’s recovery, even though by ex- 
perience he knows the usual course of 
a disease. Nor is it expected that when 
the disease has run its course the 
patient will immediately resume health- 
ful activity. Similarly, from economic 
records of the last fifty years we know 
that business depressions have lasted 
as long as three years and as short as 
seven months, while the average course 
is about a year and a half. In the 
past, also, business has, following a 
dificult period, entered one of con- 
valescence. There now appear to be 
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some healing forces in action, but we 
cannot tell yet whether they will im- 
mediately counteract the ailments from 
which business has suffered, nor, even 
if this process is under way, just when 
there will be complete economic re- 
covery. But at least it is manifest that 
Canadian business has a strong consti- 
tution and that so far it has shown 
resistance to the depressing influences 
of the last year or more.” 


GERMANY’S ECONOMIC 
PROSPECTS 


N its survey of Germany’s economic 

development during the first half 

of 1930, recently published in 
pamphlet form, the Reichs-Kredit-Ges- 
ellschaft Aktiengesellschaft, Berlin, 
summarizes that country’s prospects fot 
the future as follows: 

“Business is still on the decline both 
at home and abroad. Inventories are 
being liquidated and demand for new 
capital is being reduced. The supply 
of available funds is relatively large— 
conspicuously so in the money markets 

and is still growing. Just as in 
similar circumstances before the war, 
the shifting in relative values, brought 
about by the recessions in prices and 


industrial activity, has given rise to 
considerable all-around uncertainty. 
This uncertainty as to the ultimate 


effect of the changes which have taken 
place in the various lines of business 
or in individual business units has led 
to reluctance on the part of potential 
investors to make term commit- 
ments. As soon as the general outlook 
has become somewhat less obscure, and 


long 
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it is more evident which industries have 
lost ground and which have bettered 
their prospects, the supply of capital 
offered for investment will grow, and 
long term interest rates will decline. 
Wherever the falling business cycle 
brings unemployment in its wake, it 
will inflict heavy but will at 
the same time prove of benefit to those 
countries whose economic 
dependent on the importation of capi- 
tal. In particular, the nations which 
during the last few years may have 
been unable to satisfy their normal re- 
quirements for capital investment, wiil 
find in the present situation an oppor- 
tunity to make up lost ground and 
also to obtain the necessary funds on a 
decidedly lower interest basis. This 
opportunity can, however, be converted 
into actuality only if the prospective 
borrower enjoys the confidence of the 
potential lender. For Germany, who 
in the last decade has had to defer 
important, capital expenditures, such as 
housing construction, road building and 
the improvement of transit facilities, 
the question of confidence is of 
supreme importance, for it after all 
will prove the decisive factor in de- 
termining the duration of the prevail- 
ing business depression. 

“Confidence cannot be generated 
artificially. It depends on the deter- 
mination and the ability of the bor- 
rower under any circumstances to mee 
his obligations, and is therefore de- 
cidedly influenced by evidence that 
business is being conducted on a stable 
and constructive basis, and prepara- 
tions have been made against unex- 
Nothing contrib- 
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utes so much toward improving 
confidence as the adoption of sound 


many’s position during the last five 
years, for which the evacuation of the 


fiscal policies, combined with conserva- 
tive management of private finances. 
The ability to meet changing condi- 
tions, and to increase competitive 
efficiency by lowering costs are also 
desirable. The improvement of Ger- 


Rhineland is visible evidence, and the 
pacification of the world in general, 
are developments favorable to the in- 
vestment of foreign capital not only in 
Germany, but in all of Central 
Europe.” 
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A group of French bankers and financiers who arrived in the United States recently 
to make a tour of several eastern cities, inspecting financial institutions and industrial 
plants 


542 





eeeevar a Se 


snes 





ne. Sa 


A Plea for Better International 
Understanding 


By Hon. 


DwicHt W. Morrow 


Former American Ambassador to Mexico 


HREE Mrs. 

and I came to Mexico. We have 

been very happy here. We have 
received many kindnesses at the hands 
of the Mexican Government and at the 
hands of the Mexican people. As the 
time comes for us to say good-bye, we 
feel how deeply we are going to miss 
Mexico. Those who have resided in 
Mexico for some time realize that the 
spell of the country enters into one’s 
blood. It is partly the unexcelled 
climate. It is partly the charm of the 
oldest civilization in the western hemi- 
sphere. 


Morrow 


years ago 





uur Own country when we understand 
the rights of other countries. It is 
upon that fundamental principle that 
international law is built. 

We were told before we came to 
Mexico that the essential thing in a 
foreign country is to try to understand 
how foreigners differ from ourselves. 
There is something of value in that 
advice. But at the end of three years 
it seems to us that the essential thing 
to do in a foreign country is to study 
the likenesses of men rather than their 
differences. 

When it comes to the profound ex- 








“If we could all get clearly into our minds that other men have 
as much pride in the dignity of their nations as we have in our own, 
the solution of international problems would be less difficult.” 








It is too often assumed that scientific 
inventions prevent misunderstanding. 
Machines, however, do not understand 
each other. Man may make a perfect 
machine, but it will still depend upon 
man himself whether the machine shall 
be an instrument of understanding or 
misunderstanding. 

It is the duty of every one of our 
diplomatic representatives to a foreign 
nation to defend faithfully the proper 
interests of his country and of his 
countrymen. That is his legal duty and 
his moral duty. If he fails in that 
duty, no other success can compensate 
for that failure. But it is also the duty 
of the representative of the foreign 
country to defend his country and _ his 
countrymen. 

We can best defend the rights of 


From recent address. 


periences of life, the men and women 
on this small earth are not very differ- 
ent. When it comes to the death of 
parents or the birth of children, or the 
straining of eager eyes for needed rain, 
or the rising and standing uncovered 
of great groups of people when a na- 
tional anthem is played, the men and 
women and children of this earth be- 
have in much the same way. 

We are more like each other than 
we are willing to admit. 

There is an old story which might 
well be remembered by those who go 
to foreign lands. A religion grew up 
in Asia some 3000 years ago. A par- 
ticular group of learned people de- 
voted themselves to keeping that reli: 
gion pure and undefiled. They observed 
its law. They subordinated themselves 
to its ritual. They carried the forms 
of that religion along until the ap- 
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pointed time when it might transform 
western civilization. And yet, by the 
arrogance of one man the sect of the 
Pharisees is popularly judged today not 
by the epistles of St. Paul, but by a 
single prayer. 

Could there be anything more tragic? 
A Pharisee and a publican pray side 
by side—for 2000 years their prayers 
have come down to the people of the 
world wherever the story is known. 
The very word Pharisee has become a 
byword of reproach. In the pulpit, in 
the study of the scholar, in the market 
place, on the street, the Pharisee is con- 
demned. And everywhere the publican 
is pitied or even praised! 

The Pharisee, who was educated, 
who was efficient, who kept the law and 
the statutes, dared to stand erect in 
the presence of his God and thank Him 
that he was unlike other men. The 
publican, who had broken the laws, 
lowered his eyes in the presence of 
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his God and asked for forgiveness of 
his sins. 

One man exalted himself; the other 
humbled himself. The difference is a 
difference in standards. The Pharisee 
compared himself with other men, and 
boasted of his strength. The publican 
compared himself with his God, and 
asked forgiveness for his sins. 

It is our fundamental likeness to 
other men that enables us to under- 
stand them, and to live in peace and 
friendship with them. 

Is it too much to hope that some 
day the nations of this earth may pray: 
“Lord God of Hosts, we give Thee 
thanks that, Thou, in Thy wisdom and 


Thy mercy, hast made us like other 
men!” 
CONDITIONS NORMAL IN 


BOLIVIA 


ADVICES received from La Paz by the Cen- 
tral Hanover Bank and Trust Company of 
New York indicate that political conditions 
in Bolivia are much more normal than for 
some time past. 

The recent military outbreak represented 
a national protest against ane attempt at 
usurpation by those in power. The deposed 
government had endeavored for a consider- 
able period of time to violate the express 
provisions of the constitution of the re- 
public. 

The military group that has temporarily 
taken charge of affairs has enlisted the co- 
operation of the most outstanding citizens of 
the country. Daniel Sanchez Bustamente, 
president of the Central Bank of Bolivia, has 
accepted the position of Counselor of the 
Ministry of Education; Rafael de Ugarte, one 
of the country’s most distinguished financiers, 
is counselor of the Ministry of Finance; Car- 
los Calvo, president of the Chamber of 
Deputies, counselor of the Ministry of the 
Interior; Carlos Tejada Sorzano, the gen- 
eral manager of the Bolivian railroads and 
an engineer of international reputation, is 
counselor of the Ministry of Communications. 

As soon as conditions have become more 
settled a general election will be called, and 
a president elected who will represent the 
choice of the people and who will be placed 
in office as provided by the constitution. 

Bolivian economic conditions are intimately 
related to tin, the major product of the coun- 


try. Some 60 per cent. of government 
revenues are derived from taxes levied on 
the mineral. Tin stocks throughout the 


world are increasing, due more to business 
depression than to any actual overproduction. 
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The Centenary of the Union Bank 
of Scotland, Ltd. 


By CHARLES 


N January 1, 1830, there ap- 

peared the prospectus of the 

Glasgow Union Banking Com- 
pany. It was an ambitious document 
and in many respects a model of its 
kind. The bank opened for business 
on May 10, 1830, but by tracing back 
the history of one of the institutions 
which it took over, it can claim birth 
more than a century earlier. The 
bank’s first office was in Old Post 
Office Court, 114, Trongate, Glasgow, 
and in its earlier years branches were 
established at Edinburgh, Bathgate, 
Greenock, Ayr, Moffat and Strathaven. 
The first manager was James A. Ander- 
son. 

The first amalgamation in the bank’s 
history was that in 1836 with the 
Thistle Bank, which was founded in 
Glasgow in 1761. In 1838 the Glas- 
gow Union Bank took over the busi- 
ness of the Paisley Union Bank, estab- 
lished in 1788, an ambitious concern 
which in its earlier days appointed 
agents in remote parts of Scotland and 
the North of England in order to cir- 
culate its bank notes. In the same 
year an important development took 
place which resulted in the Union 
Bank acquiring the influential connec- 
tion which it still enjoys in Edinburgh, 
the Scottish capital. This was the 
alliance concluded with the private 
banking house of Sir William Forbes, 
James Hunter & Company, an institu- 
tion with aristocratic traditions which 
had its origin in the famous business 
of J. Coutts & Company, one of the 
earliest of Scottish private banks, 
founded in 1723. In this way the 
Union Bank can claim to be the third 
oldest Scottish Bank. Unlike the 
former absorptions the new arrange- 
ment for linking interests with the 
establishment controlled by Sir William 


F. FREEBAIRN 


Forbes provided for a continuation of 
its identity until 1843, when East and 
West merged into the single whole 
which has since carried the name of the 
Union Bank of Scotland. In this con- 
nection it is interesting to note that 
the bank has still two head offices, one 
in Glasgow and another in Edinburgh, 





NorMAN LEsLIE HIRD 


General manager and director of the 
Union Bank of Scotland, Ltd., 


Glasgow. 


the administration being centered in the 
former. 

In 1843 the Union Bank further 
extended its field by taking over the 
old firm of Hunters & Company, 
bankers in Ayr, founded in 1773, which 
had amalgamated with the Kilmarnock 
Bank (formed 1802) in 1821. Hunters 
€& Company had a very valuable con- 
nection in the County of Ayr. A still 
further fusion took place in 1843 

545 






























Should be in the 
foreign department 
of every bank do- 
ing an internation- 
al business. 


ALLIED WITH 


THE 
BANKERS 
MAGAZINE 


New York 





Price $10 








when the Union Bank acquired the 
Glasgow © Ship Bank, an amalgama- 
tion of the Ship Bank founded in Glas- 
vow in 1750 and the Glasgow Bank 
Company founded in 1809, the latter 
being the last private bank to be 
formed in Glasgow. 


Robin Carrick, 


who 


was a famous 

Glasgow character, and an able finan 

cier, was manager of the Ship Bank 
for many years. He died 1821. 

Since 1843 there have been two 

amalgamations, the first in 1849 when 


a financial debacle in the North 
happily averted through the action of 
the Union Bank in taking over, on 
generous terms, the control of the 
Banking Company in Aberdeen, which 
had a good branch system in the 
Northeast. The strong hold which the 
bank has today in the city of Aberdeen 
and neighborhood dates from the time 
when it acquired the local connection. 


Was 


The Banking Company in Aberdeen 
was founded in 1767. 
The next amalgamation was with 


the Perth Banking Company, 
ful concern founded in 


a Success’ 


1763. This 


+46 


fusion gave the Union Bank a good 
footing in Central Scotland and _ in- 
creased its authorized circulation of 
bank notes to £454,346, the highest 


Scottish bank. 


amount enjoyed by any 


CONSOLIDATION OF POSITION 
Since 1857, when the Perth absorp- 
tion was effected, the Union Bank of 
Scotland has steadily consolidated its 
position. It has been extremely for- 
tunate in the six general managers who 
— held office over its century of 


ful extension of “ine 0 siousiing | to 
two hundred offices. Its ramifications 
cover a wide area stretching from Ler- 
wick and Kirkwall in the North to 
Stranraer and Gatehouse in the South. 

In 1878 the bank crossed the border 
by establishing an office in London 
and in 1910 a handsome building was 
erected on the site of the old office at 
62, Cornhill. A few 


years ago the 
bank extended its London connection 
by opening in Regent street in the 


West End of London. 
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In 1882 the bank 
with limited liability. 

The Union Bank played an impor- 
tant part in 1919 when it was active 
in the promotion of the British Over- 
Bank, in which it has still an 
important interest. A.C. D. Gairdner, 
then general manager of the Union 
Bank, became the managing director of 
the British Overseas Bank, a position 
which he still holds. 

For more than eighty years the 
bank’s head office in Glasgow was situ- 
ated in Ingram street, but with the 
trend of the city westward this site 
was found inconvenient. In 1925 a 
handsome building was erected at the 
corner of St. Vincent and Renfield 
streets, and completed in 1927, the 
bank taking up its new headquarters 
at Christmas of that year. 

During the last ten years the man- 


was registered 


seas 


agement has been in the hands of 
Norman L. Hird, who has been a 
highly capable and successful general 
manager. Mr. Hird has spent the 


whole of his career in the institution 
which he worthily governs, entering its 
London office as junior clerk in 1903. 
Eight years later he proceeded to 
Scotland where he spent some time in 
the inspectors’ department, Glasgow. 
In 1914 he returned to London as 
assistant accountant. Shortly after the 
outbreak of the war he became ac- 
countant, acting also as assistant man- 
ager, and in 1919 he was appointed 
London manager. In 1920, at the early 
age of 34, he was promoted to the 
position of general manager and direc- 
tor. 

To mark the occasion of the cen- 
tenary the directors distributed as a 
bonus 100,000 shares of £1 each among 
the shareholders in the proportion of 


Advances, including 
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Head Bank of! 


Union 


office of the 
Scotland, Glasgow. 


one for every ten held, and issued in 
the same proportion a further 100,000 
shares of £1 each at £3 per share. 
A bonus was also paid to the staft 
and retired officers. 

An idea of the progress of the Union 
Bank of Scotland may be had from 
the accompanying table. 


Profits and 


money at call and Capital balance brought 

Deposits short notice and reserves forward 
i £8,105,955 £8 268,469 £1,290,000 £148,803 
Rs ss eeea see's 9,587,491 8,983,219 1,330,000 144,961 
ee 11,085,341 9,192,029 1,420,000 152,581 
ot Oe 12,718,346 11,080,622 1,625,000 188,620 
Be sie et whites 12,833,037 10,773,204 2,000,000 234,407 
le 2,495,518 20,416,319 2,000,000 365,575 
WOO eae Ve rsieec 28,262,507 20,569,345 2,550,000 440.053 








SEVEN FOLLIES 


“1. The folly of having thought and 
acted as if the rate of business activity 
in the early part of 1929 could be 
continued indefinitely. 

“2. The folly of regarding the de- 
pression as caused by the stock market 
crash, which came four months after 
the depression had started inexorably. 

“3. The folly of thinking that the 
depression was only ‘psychological’ and 
could be shooed away by big talk. 

“4. The folly of the provincial view 
that ‘we have nothing to do with 
abroad,’ that business here can _ get 
well while business abroad is sick, and 
that we can shut out imports without 
impairing the markets abroad which 
are essential for our surplus products. 
“5. The folly of mortgaging future 
income for luxuries and of thinking 
that business can be permanently 
stimulated by a practice which antici- 
pates, but does not enlarge purchasing 
power. 

“6. The folly of expanding business 
by advertising and salesmanship that 
absorb all the profits. 

“7. The folly of not now organizing 
each his own affairs to meet conditions 
as they are, instead of relying on pre- 
dictions that activity like that of early 
1929 is around the corner. To be 
sure, the predictions may turn out to 


be true—if they do, so much the 
better—but again they may _ not.”-— 
Evans Woollen, president, Fletcher 


Savings and Trust Company, Indian- 


apolis. 
RETAIL CREDIT 


“In respect of general conditions, a 
survey shows that practically every 
commodity offered through retail stores 
in the United States today may be pur- 
chased either on open credit or instal- 
ment terms, or both. Of the total 
sales amounting to $4,746,314,000 the 
survey shows that 58.6 per cent. were 
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for cash, 32.2 per cent. on open credit, 
and 9.2. per cent. on instalment credit. 
With exclusive regard to those stores 
which did credit business, and eliminat- 
ing department stores conducted by 
mail order houses or chain organiza- 
tions, it was found that 39.3 per cent. 
of sales were for cash, 48.6 per cent. 
on open credit, and 12.1 per cent. on 
instalment credit."—‘“The Index’ of 
the New York Trust Company. 


WHAT IS $50,000? 


“After all, what is $50,000? Left 
in the hands of one it might be a half 
million dollars—in the hands of an- 
other it’s $100,000—in the hands of a 
third it means a few short years of 
dissipation and finally ruin—in the 
hands of still another it puts the chil- 
dren of some unscrupulous stock sales- 
man in whom you are not a bit inter- 
ested through college. Money in itself 
is any one of a variety of things de- 
pending upon who owns it. Dollars 
themselves, when they venture out 
from one generation to another, are 
faced with many strange wanderings. 
Until the course is definitely charted 
and a pilot (a trust) is employed, the 
past life of those dollars has availed 
nothing. The future for them is a 
dismal one.”—Milton H. Schwartz, 
advertising manager, Foreman-State Na- 
tional Bank, Chicago. 


BOND MARKET 


“A fact that should be remembered 
is that the bond market of 1930 has 
been making progress in the face of 
an unusually heavy volume of new 
offerings. While the demand has 
been excellent, the supply has at times 
been so abundant that there has been 
serious question whether it was not 
about to outrun the absorptive capacity 
of the market. If coming months show 
that the accumulation of issues held up 
from last year is now quite well out 
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of the way, there seems every reason 
to anticipate a gradual broadening in 


the demand for all classes of good 
bonds.”—-Quarterly Review, Halsey, 


Stuart & Co. 
HARD WORK--SANE LIVING 


“Some of the Coue school assure us 
that “Every day in every way we are 
feeling better and_ better, believing 
that prosperity can be regained merely 
by a proper attitude of mind, while 
others place their hope in ‘easy money,” 
or legislative action. 

“We may thank God the average 
citizen of the United States does not 
place his reliance upon any of these 
things, but is showing by his actions 
every day that he knows the ‘road back 
to prosperity’ lies along the way of 
hard work, sane living and economy.” 
Thomas F. Wallace, president, National 
Association of Mutual Savings Banks. 


COLONEL AYRES 


“Business appears to be turning the 
corner, and industrial activity seems 
to be increasing. Nevertheless, the 
processes of improvement are not yet 
so definite as to justify confidence in 
their durability. They have been de- 
monstrably under way in recent weeks, 
and some of them have been more than 
merely seasonal. The lowest point in 
the business depression so far appears 
to have been reached at the end of 
July. Since the first week of August 
industrial activity in some of the most 
important of the basic lines has been 
increasing, and to a degree which justi- 
fies the hope, but not the conviction, 
that the lowest point of the depression 
has been reached and left behind.” 
Business Bulletin, Cleveland Trust 


Company. 
BANKERS WOO 


“Banking is today a highly competi: 
tive business. Industry, trade and 
commerce no longer bow at the banker’s 
door, hat in hand, humbly awaiting 
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admittance to the august presence in 
order that they may plead their case. 
Bankers today are wooing business, 
seeking accounts by every art and de- 
vice known to energetic and aggressive 
salesmanship. Banks have combined 
into larger and larger units in order 
that, by the strength of their resources 
and the diversity of their service, they 
may attract and hold good customers.” 
Walter W. Head, president, Fore- 
man-State National Bank, Chicago. 


GOLD AND CHEAP MONEY 


“The gold position of the Federal 
Reserve System is impregnable so far 
as the ability of the system to main- 
tain the gold standard and to meet a 
tight money situation is concerned. 
But the system’s gold is inadequate to 
permit an extension, or even a con- 
tinuance, of the cheap money policy 
which manifests itself in large hold- 
ings of Government securities by the 
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Federal Reserve banks, unless the Fed- 
eral Reserve System is willing to face 
the necessity of a drastic reversal of 
policy and a sharp rise in interest rates 
when trade revival begins.”—Benjamin 
M. Anderson, Jr., economist, Chase 


National Bank, New York. 
FEELING BETTER 


“There seems to be only one phrase 
which will adequately describe the 
present situation. “Business is marking 
time.” Sentiment has improved and 
optimists may occasionally be found. 
The pessimists went fishing and they 
have come back feeling better. There 
is, in the air, a feeling that, as business 
can get no worse, it must soon show 
improvement.”——Digest of the Central 
Trust Company of Illinois, Chicago. 





ON SERVICE CHARGES 


FEW months ago there was pub- 
lished in The Teller of the Union 
Trust Company of Cleveland a 
list of charges suggested by one of the 
clerks in the institution, which included 
a service charge of 50 cents for entering 
the bank by the front door, 25 cents 
for entering by the side door, $2 for 
speaking to the chairman of the board, 
$1 for asking for balance, etc. 

W. E. Lamoreaux has drawn up an 
equally specific but more serious list of 
suggested service charges which he pre- 
sented before a meeting of Group Four 
of the Washington State Bankers Asso- 
ciation. 

According to Mr. Lamoreaux, a bank 
should charge $1 for making out a bill 
of sale, and 10 cents per $100 for col- 
lection of Liberty bond coupons, while 
getting an original automobile license 
should be worth 50 cents and a renewal 
of such a license, the bargain price of 
25 cents. 

In making out his list Mr. Lamoreaux 
divided the bank’s chargeable services 
into four classes—drawing papers, col- 
lections, exchange, and miscellaneous. 
His suggested charges are given below: 


Drawing Papers: 


Acknowledgment ................ $ .25 
PMU Cechasdcs alr le Fare wR esceainiorklasia 1.00 
PNR 0 i cee ag grein octal scsie acs 1.00 
Assignment of Contract........... 1.00 
Assignment of Mortgage.......... 1.00 
a Se ee et ar eae 1.00 
Contract for Deed c.cscccnsc css 1.50 
1 i CAPA Ges ihe <a wR eG Maree 1.50 
RUNNER foaitteaiaie icc stonioneis oii eine area 1.00 
MOM aah ese Sis oat: Si hiaeis tie) Shorey ie: Gala 1.00 
Real Estate Mortgage, 

without Coupons .......... weet $00 
Real Estate Mortgage, 

Wi COUNOUS so occswine on ke et 2.00 
Satisfaction of Real Estate 

MES hae cross jecaresel oc bavi a 1.00 
oe ee ee 1.50 
Power Of AMOrney oc.ccicicsiocic ove 1.00 
Chattel Mortgage, including 

Recording and Satisfaction...... 1.50 
Inspection of Chattels......3.00 to 10.00 

Collection: 

Drafts—25c first $100 and 15¢ each ad- 


ditional $100. 

B/L Drafts—25c first $100 and 10c¢ each 
additional $100. 

Notes—1 per cent. with minimum of 50c. 

Outgoing drafts—10c per item 

Rents—25c per item on rent paid at bank: 
5 per cent. of net proceeds for care of 
property. 

Coupons—Liberty bonds, 10c¢ per $100, 
minimum 5c; other bonds, 15¢ per item. 

Bonds—1/10 of 1 per cent, minimum 1c. 

Plus registration and insurance and any 
collection charges. 

Contract payments—25c up to $100 and 
15c per $100 thereafter. 

Light and Power bills—2 per cent with 
maximum of 25c on any item. 

Exchange: 

Cashier's Check, Certified Checks and 
Drafts—Sc per item of $5.00 and un- 

der; over $5.00, 10c per $100 

Traveler's Checks—34 of 1 per cent 

Telegraphic Transfer of Money—Western 
Union rates. 


Miscellaneous: 
Auto License: 
MM MIES.6.c. cniarem oeren comin lareus $ .50 
MINNIE ocx orcics. shastisio woglinai cect roms Be 
PUNO fo 25015 >: oharaxccustint/ecare aio ce 50 
CHOU TREO ose sciose pre ores 0 8. vigiene 25 
(Special reports according to service) 
Rural Credit Application.......... 5.00 


Service in completion of Rural 
Credit Loan, 1 per cent—minimum. 10.00 
Tax Remittances: 


Personal Property .. 008s cccns Bib 

OR TERE icc ce casei sceas 25 
Minimum Interest Charge on Notes .25 
Sending Notice of Past Due Note... .25 
SOCK PRONMIEES: ooic 6 cic s.c oe s-00 eee 50 
Safekeeping: 


Negotiable Securities, per $1,000 1.50 
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‘YJ JHAT will happen 
in the next decade, 
and 

these happenings be met? 
Thi. is the question that was 
asked at the fifteenth annual 
convention of the Financial 
Advertisers Association, held 
Louisville, Ky., — last 
month. The answer was 
iven in the addresses and 
which made up 


how 


discussions 
the convention 

At the 
whch opened the 
tion, three speakers outlined 
three different phases of the 
subject. Ralph Starr Butler, 
vice-president of 
For ds, Inc., 
prophecy as to what would 
the 
years, but reviewed 


program. 
general session 


conven 


General 
presented no 
happen in next ten 
present 
tendencies in his explanation 





CHarRLES H. MCMAHON 
\ssistant vice-president First 


Bank of Detroit, 
named first vice- 
president. 


National 
vho was 
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of “What Is Happening in 
Business... Dr. David Fri- 
day, economist of A. G. 
Becker & Company, sug: 
gested the effects which the 
next decade’s changes will 
have on the financial world, 
analyzed developments to 
date, and forecast the future 





F. R. KERMAN 
Vice-president of the Trans- 


WwW h Oo 
of the 
coming 


america Corporation, 
was named president 
F. A. ‘A. tor the 


year. 


trend. The third speaker, 
Lucius D. Mahon, _ of 
Newell Emmett Company, 
demonstrated the _possibili- 
ties of the bank’s public 
relations man and how he 
fits into the picture of the 
next decade. 

After the general 
at which the changes to 
come in the next decade 
were discussed from a gen- 
eral point of view, the con- 


session 


divided itself into 
three groups, according to 
the the cities in 
which the various banks rep- 
resented located, and 
the problems of each of 
these groups were taken up 
individually. Problems of 
bank advertising in cities of 
25,000 and under were dis- 


vention 
size of 


were 


cussed in a program which 
was arranged by Wayne 
Hummer, president of the 


LaSalle National Bank, La- 
Salle, Ill.; those of banks in 
cities ranging from 25,000 
to 100,000 in a program 
Virgil Allen, 
vice-president 
Trust Co., 
and those of 
100,000 


arranged by 
Jr., assistant 
First Bank & 
Utica. N.. 'Y.; 
banks in 
and over in a program ar- 
ranged by Clinton F. Berry, 


cities of 





H. A. Lyon 


Advertising manager Bank- 

ers Trust Company of New 

York, who was elected second 
vice-president. 
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vice-president Union Guar- 
dian Trust Company, De: 
troit. 

Another departure from 
former convention programs 
was a series of dinners at 
which round-table 
sions were possible. These 
included: investment  de- 
partmental, headed _—i by 
Joseph J. Levin, advertising 
manager of A. G. Becker & 
Company, Chicago; trust 
development, led by H. F. 
Pelham, vice-president of 
the Citizens and Southern 
National Bank, of Atlanta; 
and new business managers, 
led by E. V. Newton, assis- 
tant secretary of the Cleve- 
land Trust Company. 

More than 400 delegates, 
representing banks, trust 
companies and _ investment 
houses in the United States 
and Canada, attended the 
sessions. A total of 225 
panels—a record number— 
displaying examples of finan- 
cial advertising done by 
members of the association 
was, as always, an important 
feature of the convention, 
and was the subject of a 
special luncheon, during 
which ten members described 
the theory and results in- 
volved in their exhibits. 
Jacob Kushner, assistant sec- 
retary of the United States 
Trust Company of Paterson, 
N. J., was chairman of the 
exhibit committee and pre- 
sided at the luncheon. 
Photographs of outstanding 
lobby displays were also dis- 
played, a feature inaugu- 
rated at this year’s meeting. 

F. R. Kerman, vice-presi- 
dent of the Transamerica 


discus- 


Corporation, San Francisco, 
who has been first vice- 
president of the association 
for the last year, was elected 
president for the coming 
year. He succeeds A. E. 


Bryson, vice-president of 
Halsey, Stuart & Co., Chi- 
cago. 

Other officers __ elected 


were: First vice-president, C. 
H. McMahon, assistant vice- 
president First National 
Bank, Detroit; second vice- 
president, H. A. Lyon, ad- 
vertising manager, Bankers 


Trust Company of New 
York; third vice-president, 
Alva G. Maxwell,  vice- 
president Citizens and 
Southern National Bank, 
Atlanta; and treasurer, E. 
A. Hintz, cashier Peoples 
Trust and Savings Bank, 
Chicago. 


The directors elected for 
the coming year are as fol- 
lows: 

Virgil D. Allen, First 
Bank & Trust Co., Utica, 
N. Y.; C. E. Bourne, Royal 
Bank of Canada, Montreal; 
A. EE. Bryson, Halsey, 
Stuart © Co. Chicago; 
Frank G. Burrows, Irving 
Trust Company, New York 


City; Walter Distelhorst, 
First National Bank, Louis- 
ville; Charles W. Earle, 


Harris, Forbes & Co., Bos- 
ton; Frank Fuchs, First Na- 
tional Bank, St. Louis; Carl 
A. Gode, Continental 
Illinois Bank & Trust Co., 
Chicago; Robert J. Izant, 
Central United National 
Bank, Cleveland; Thomas J. 
Kiphart, Fifth Third Union 
Trust Company, Cincinnati; 


Jacob Kushner, United 
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States Trust Company) 
Paterson, N. J.; A. Douglas 
Oliver, Provident Trust 


Company, Philadelphia; Hj 
F. Pelham, Citizens 
Southern National Bank, Aty 
lanta; John Poole, Fede-al) 
American National Bank 
Washington, D. C.; Ethel 
B. Scully, Morris F. Fox & 
Co., Milwaukee; and I. | 
Sperling, Cleveland Trus 
Company, Cleveland. 

Boston was selected for 
the meeting of the 1931 
convention, which will bh 
held during September. “he 
exact dates will be choses 
later. 





ADVERTISING RESPONSIBLE 
FOR LARGE SCALE 
INDUSTRY 


Advertising — particularl; 
newspaper advertising—hai 
been largely responsible for 
the growth of modern, 
large-scale industry, accord 
ing to Mr. Butler. 

He pointed to mergers and)" 
consolidations as an impor} ?°’ 
tant phase of the trend to! 
ward large-scale units 0! 
industrial operations, anc 
declared that advertising hay 
probably been the chief fac} 
tor in making this post-war oe 
development possible. _ 

“For a great many years, 
said Mr. Butler, ‘manufac’ 
turers and distributors have 
been increasingly conscious}? 
of the opportunity that ad: 
vertising offered to entrench im 
themselves and their prod }'Y! 


i ; A oth 
ucts in the good-will off 


soli 


soli 


and 
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mel 
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sol 


the American public and to 
build a new type of asset 
although _ it 


an 
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ALva G. 
ce-president of the Citizens 


MAXWELL 


d Southern N 
o Atlanta, 
third 


National Bank 

who was elected 

vice-president of the 
association. 


never be reflected properly 
in the balance sheet, has 
to be the most im- 
portant behind the 
securities of a great many 
business enterprises. 

“The older type 
solidation was largely a 
of raw materials, 
of purchasing 
power, of producing ability, 
and of other tangible 


conie 


value 


of con- 
con- 
solidation 


factories, 


assets 


which could reasonably be 
pictured in a financial state- 
pment. 

‘Financial interests, ac- 
{customed largely to dealing 
with tangibles, participated 
in the older form of con- 


solidation without any neces- 
sary readjustment of their 
point of view with regard 
to the factors that make for 
The 


on the 


business 
type of 


success. new 


consolidation, 


‘Fother hand, is usually a con- 


t 


fe) 


uld 





solidation of earning power, 


..fand earning power involves 


many factors that cannot 
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always be properly evalu- 
ated by those whose experi- 
and whose training 
have not paralleled the re- 
cent changes in the indus- 
trial point of view. 

“So impressive have been 
the proofs of the power of 
advertising as a builder of 
enduring assets that modern 
banking organizations have 
abandoned their suspicion of 
this keen business tool and 
have come to realize that 
corporate assets based largely 


? 


ence 





A. E. Bryson 
Vice-president Halsey-Stuart 


retir- 


A. A. 


@ Company, Chicago, 
ing president of the F. 
on public good-will are more 
enduring and more produc- 
tive of assured profits than 
brick and mortar, machin- 
ery, materials, and the other 
forms of tangible values that 
heretofore have 
sidered essential as a 
for security values. 
“Advertising has been 
perhaps the chief factor in 
making possible the modern 
form of consolidation. Ad- 
vertising has enabled the 
manufacturer of a quality 


been con- 


basis 








E. A. Hintz 


Cashier of the Peoples Trust 
and Savings Bank, Chicago, 
who was made treasurer of 
the Financial Advertisers’ 
Association. 


product to give to his trade- 
mark national prominence 

to build good-will 
his name and the product 
degree 
which means continuing sales 
and profits as 
long as he continues to de- 
the of the 


up for 


it represents .to a 


continuing 


serve 
public. 

“The actual 
value of successfully adver- 
tised trade-marks and of the 
good-will pertaining to them, 
although carried on the bal- 
sheet at a nominal 
figure, is the real and sound 
basis for past profits and 
for the assurance of future 
profits in the case of most of 
the recent mergers of manu- 
facturers. 

“The newspapers of this 
country, by making it pos- 
sible to tell an advertising 
story in every literate home, 
are unconsciously but funda- 
mentally responsible for the 
recognition new form 


patronage 


enormous 


ance 


of a 
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of wealth—the wealth rep- 
resented by trade-mark good- 
will—which is the very basis 
of most of the modern 
mergers. Advertising then, 
because it has arrived at 
the distinction of basically 
influencing a new type of 
corporate structure, must be 
viewed in the future by 
business and by financial in- 
terests with the respect that 
its achievements deserve, 
and its rapid development 
must be regarded as one of 
the most fundamental of 
the many changes in the 
kaleidoscope of modern 
business.” 

Economies in the purchase 
of raw materials, lowered 
costs of distribution, 
stable investments with in- 
creased benefit to stock- 
holders were cited by Mr. 
Butler as advantages of the 
modern business merger. 

After pointing to the rise 
of the great chain store 
systems as the manifestation 
of large-scale operation in 
the field of food distribu- 
tion, Mr. Butler said: 

“Although an attempt to 
foretell the future trend of 
distribution would be reck- 
less, and although no manu- 
facturer even if he felt the 
urge to prophesy could 
afford to risk an opinion, 
there is at least one estimate 
of the future that seems 
reasonably - safe. If the 
past—and particularly the 
recent past—is at all a 
gauge of what is ahead of 
us, it seems fairly certain 
that in distribution as well 
as in manufacturing we can 


more 


look forward to an increase 
in the average size of the 
individual operating unit. 
These units may take one 
form or another, but, what- 
ever the form, it is likely 
that the advantages of large- 
scale operation will increas- 
ingly appeal both to manu- 
facturers and to distributors 
in many different fields of 
industry. The demand for 
wider utilization of consum- 
able goods through lowered 
costs of production, and the 
still more insistent demand 
for less expensive operation 
of the distribution machine, 
form the basis for the 
present marked trend toward 
bigger business units. 

‘Does this mean the elim- 
ination of the small enter- 
prise? This 
country is too large to be 
dominated by any one form 
of business organization. 
The small business will per- 
sist as long as our popula- 
tion includes many millions 
with differing tastes, pref- 
and temperaments, 
who are left free to patron- 
ize whom they choose. The 
opportunity for the  indi- 
vidual to organize and to 
profit from a business of his 
own will continue as long 
as initiative and ambition 
remain in our people. But 
we may have less of the 
marginal operators in the 
future than in the past. The 
inefficient enterprise is likely 
to find its career shortened, 
and the successful small 
business will be successful 
because it will observe and 
profit from the experiences 


By no means. 


erences, 
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of its larger colleagues. 
There is no sanctity or 
magic about big business as 
such. Thus far, however, 
the large-scale unit as 
seemed best to point he 
way toward the goal of 
greater economy and . fh 
iency, and, because he 
reaching of that goal is 
essential for fundamer tal 
prosperity, we can exy ect 
the trend toward large-s: ale 
industry to be a continuing 
phenomenon of Ameri an 


business.” 


THE VALUE OF 
SEARCH AND 


The value of market +e 
search and analysis to the 
investment banker was ¢.1 
phasized by Paul T. Cher 
ington, director of research 
of J. Walter Thompson 
Company, New York ad 
vertising agency, in an ad 
the investment 
department program. 

“The banker,” he © said, 
“has only recently come to 
realize that he has marketing 


MARKET <£- 
ANALYSIS 


dress on 


problems as pressing as those 


of the manufacturer or dis 
tributor of merchandise. He 
may not recognize them as 
marketing problems at all, 
but that is what they are 
“For instance, where are 
those investors to be found 
who prefer to have their 
dividends paid in stock? 
There are such _ investors, 
but where are they, and how 
can they best be reached? 
And again, have they been 
much changed by the recent 
course of the market? These 
are recognized as familiar 





questions among investment 
benkers, but they are plain 
marketing problems. 

“It is commonly supposed 
that the flotation of many 
is ues has been postponed by 

events of the last ten 
mths. This situation calls 
new problems in market- 
ing. How has this interval 
inged some of the things 
it were generally known 
yut the investor? What 
making him now take 
idily to fixed trusts and 

y at management trusts 

th almost identical port- 

ios, whereas a few months 
co he preferred the man 
agement trusts? What is 
attitude now compared 

th a year ago concerning 
nvertible features and 
ck rights? Does he want 
wnright safety above all 
lse, or is he thinking in 
rms of yield? Has he 
formed decided prejudices 
nd preferences against and 
favor of certain lines of 
business? The 
these questions are particu- 
larly vital for all those who 
have some of these deferred 
flotations ready to launch. 


answers to 


securities sales 


“Every 
organization is hunting for 


an ideal market, made up 
of ideal owners of securities 
who will buy them to keep. 
Every banker is looking for 
same kind of buyer. 
He does not know, however, 
to the extent that he might, 
where these buyers are, and 
has never made any scientific 
search for them nor evolved 
any comprehensive plans for 
reaching them economically. 


this 


THE BANKERS MAGAZINE 


Advertising exhibit of the Bank of Manhattan Trust Com- 
pany, New York, which was displayed at the convention 
of the Financial Advertisers’ Association. 


From cumulative experiences 
the banker has, of course, 
found markets which seem 
to be better than others in 
respect to these buyers who 
keep the securities they buy. 
Years New England 
was considered to be one of 
the best markets of this 
type. Many security dealers 
consider Pennsylvania to be 
one of the best markets of 
this kind But aside 
from the sketchy 
knowledge of these ideal 
markets the investment 
banker really has no com- 
prehensive, detailed picture 
of his markets in this coun- 
try. What knowledge there 
is of these ideal markets is 
familiar knowledge to all 
bankers alike. As a 


most all selling organizations 


ago 


now. 
very 


result 


are concentrating their ef- 
forts in comparatively 
limited fields and such fields 
are overworked to the dis- 


advantage of all. One of 
the most helpful jobs which 
can be done for the invest- 
ment banker is an_ intelli- 
gent research job to find out 
where these ideal 
buyers can be found or what 
creates such buyers and how 
these buyers can be reached 
or what can be done to 
create them. 

“Hand in hand with the 
finding of these 
ideal markets goes the prob- 
lem of finding the type of 
the 


more of 


more of 


service investor wants. 


“Another valuable 
that research can do 
for the investment banker is 
that of defining markets 
which have peculiar prefer- 
ence for certain types of 
securities. It is generally 
assumed by _ investment 
bankers that real 
mortgage issues have in the 
past found among their best 


job 
work 


estate 
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markets rural districts 


in 
general, the South, upstate 
New York, the City of 
Philadelphia. It is gener- 


ally assumed that high-yield 
municipal bonds are more 
easily sold to rural bankers, 
that mining and promotion 
stocks find a good market in 
Boston, that drainage dis- 
tricts and irrigation bonds 
are more easily marketed in 
the Far West and that the 
Middle West is in general a 
good industrial market. 
These assumptions may be 
entirely correct; they may 
represent situations today or 
they may not. The point 
correct information re- 
specting markets is invalu- 
able and the more complete 
it is, the more easily will 
the investment dealer be 
able to solve his sales prob- 
lems. The best way to ob- 
tain this information is 
through sound research. 

“Many selling situations 
would present a much easier 
problem, no doubt, if a com- 
prehensive yardstick of such 
preferences existed. Such 
findings by intelligent re- 
search would furnish a 
means for avoiding much 
waste sales effort in many 
cases. It would also fur- 
nish a basis for directing 
educational work to broaden 
the buying habits of inves- 
tors in various sections of 
the country. 

“It is important to in- 
vestment bankers today to 
know where the trend of 
popular preference for dif- 
ferent types of securities is 
leading. Before the recent 
prolonged bull market, the 


is, 


bond was the premier invest- 
ment security. Then oc- 
curred a lot of talk about 
the common stock as an 
investment and a lot of 
printed material was issued 
tending to prove that the 
common stock was an in- 
vestment. The bull market, 
until its collapse, convinced 
a large number of people 
that common stocks were the 
ideal investments. This situ- 
ation developed to the point 
where it was almost im- 
possible to bring out a bond 
issue and the bankers then 
turned to the device of sell- 
ing convertible bonds and 
bonds with stock purchase 
warrants when credit financ- 
ing was necessary. 

“Now the bull market is 
over and unquestionably 
there are a number of secur- 
ity purchasers who are still 
undecided as to just what 
really constitutes an invest- 
ment—common stock, pre- 
ferred stock, convertible 
bond or old-line bond... . 

“The one certain point is 
that conditions, styles and 
outlooks change with securi- 
ties just as they change in 
the field of commodities. It 
is just as essential for the 
dispenser of securities to 
study and analyze his mar- 
kets as it is essential for the 
manufacturer or distributor 
of a soap, a perfume, a food 
or an automobile. 

“These questions and the 
scores of others which could 
be raised concerning finan- 
cial advertising, when 
stripped of their shop lan- 
guage, are seen to be singu- 


larly like ordinary marketing 

problems for commodities. 
“Changes in market, in 

product, in packaging pra: 


tice, in sales methods, :n 
methods of reaching tie 
public, in advertising, n 


consumers’ habits and at i 
tudes are commonly ev 
countered and are solv d 
daily in the production aid 
sale of merchandise. In tie 
sale of securities good pra~ 
tice in marketing and a 
satisfactory technique n 
market study is not so wide y 
accepted. And even in mer 
chandise marketing this sot 
of technique is by no meats 
universally in use. - 
Among the conspicuovs 
results of market study e 
perience, Mr. Cherington 
said, is an appreciation of 
the fact that market analysis 
has to do with facilities of 
distribution as well as with 
actual location and disposi- 
tion of buyers; that market 
study is a specialized func’ 
tion not often conducted 
satisfactorily by a sales staff 
or as a by-product of sales 
operations; that it calls for 
a special technique as differ 
ent from either the selling 
or the manufacturing tech- 
nique as these are different 
from each other; that while 
many facts can be drawn 
from other fields much de- 
pends upon their being in- 
terpreted at their true value. 


CO-ORDINATION OF ADVERTIS- 
ING AND SELLING 


Advertising, Horace 
Towner, vice-president oi 
Lawrence Stern and Com- 
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Chicago, told dele- 
who attended the 
vestment departmental 
‘eting, is like the long 
tance, heavy artillery bar- 
re that precedes an at- 
k. Mail sales may be 
ened to the activities 
‘ich follow up the bar- 
re. And the final dirty 
rk with the bayonet is 
ne by the salesmen. 
“Now,” he continued, “to 
‘ry this military simile a 
trle further, it would be 
idiocy, such as we would 
expect even from an 
nchair major general, to 
ot a barrage out into 
pace with no objective, with 
follow-up and 
relation to the 
attack that makes 
And yet—1in 
well as other, 
lvertising—I  am_ afraid 
ere are frequent examples 
just such idiocy. We 
ind—perhaps not often to- 
day, but much too often— 
advertising departments that 
operate in a vacuum, as it 
were, and prepare beautiful, 
dignified, compelling institu- 
tional copy—without any 
relation at all to the actual 
day-to-day selling —_ efforts 
that are being carried on by 
mail and by the salesmen. 
“Similarly, there are sales 
direct the 
movements of the boys who 
are going over the 
without any thought that 
task could be made 
easier by active and intelli- 
gent co-ordination with a 
preliminary advertising bar- 


rage. 


ready, 
th no 
ayonet 


1¢ clean-up. 


inancial, as 


managers who 
top, 


their 


“We might as well face 
the fact that this is what a 
lot of us are doing—keeping 
our advertising departments 
and our sales departments as 
separate and distinct enti- 
ties. They don’t speak to 
each other, because they 
haven't introduced. 
All of us are guilty in this 
regard, at least to a small 
degree. There isn’t one of 
us here who doesn’t know 
that it would be possible 
given ideal conditions—to 
get a closer hook-up and 
closer co-operation between 
advertising and selling. 

“In financial 
I believe this situation 
existed to a rather unusual 
degree, because the majority 
of financial advertising man- 
agers have been men whose 


been 


advertising, 
has 


apprenticeship was served in 
advertising rather — than 
financing. The history of 
the average financial institu- 
is that it has built up 
its buying and sales depart- 
first, and then 
day somebody has said 

‘We ought to advertise.” So 
they have sent out on the 
street somewhere and picked 


tion 


ments one 


up an advertising man. Gen- 
erally speaking, I think 
they have picked up good 
advertising men. But we 
have to admit that in per- 
haps the majority of cases 
they have been more adver- 
tising men than they have 
been bankers or financial 
men. 

“Now, on the other side, 
there has been the 
trouble. The average re- 
tail sales manager in a finan- 


same 


cial institution has not had 
an advertising background 
and has regarded all the 
help he could get from the 
advertising department as so 
much ‘gravy’ rather than as 
a co-ordinated part of his 
own problem. 

“The solution of this lack 
of personal understanding 
lies in a process of broaden- 
ing on both sides; and, since 
this is a meeting of finan- 
cial advertising men, we 
ought to proceed on the as- 
sumption that this broaden- 
ing and co-ordinating proc- 
ess must be undertaken and 
carried through by ourselves. 

“The first step is to know 
intimately and in detail ex- 
actly what the sales depart- 
ments are doing and what 
their problems are. This 
can only be accomplished by 
intensive personal work on 
the part of every one of us. 
We 


sales 


have to sit in at the 
talk with 
with 


meetings: 


salesmen; confer sales 
managers constantly—if we 
are going to expect to co- 
ordinate intelligently with 
what the sales departments 
are doing. 

“We might as well admit 
it—many of us shrink from 
doing this, or feel ourselves 
above it. We hate to take 
the time to the 
long-winded theories of some 
cub salesman about advertis- 


we hate to 


listen to 


ing; encourage 
criticism of our noble efforts 
by some hard-boiled  sales- 
man who couldn’t write an 
ad if he tried. But this is 
exactly what we must do, 
if we are to understand 
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thoroughly the problems of 
the salesman and of the sales 
manager—and if they are to 
understand us. 

“It may be a hard job for 
some of us, but we have to 
do it. We must get close 
to the sales departments— 
and to every other depart- 
ment of our organizations. 
Speaking from my own ex- 
perience, I have found that 
the rewards of doing this 
are great. Instead of the 
advertising manager's sitting 
at his desk and cudgelling 
his brains to think up an 
idea for the next advertising 
campaign, it has been my 
experience that a close daily 
contact with all the other 
activities of the organization 
results in so many good sug- 
gestions for advertising cam- 
paigns and advertising ten- 
dencies that it becomes a 
problem of selecting the best 
one rather than of conceiv- 
ing some grand inspiration 
out of thin air.” 

MR. KNOWLTON DESCRIBES 
“TRADE WINDS” 


As an experiment in in- 
direct advertising, Trade 
Winds, published by the 
Union Trust Company of 
Cleveland, has attracted 
wide attention among ad- 
vertising men, as it has 
among executives for its por- 
trayal of business trends. 
In describing this experi- 
ment, Don Knowlton, pub- 
licity manager of the Union 
Trust Company of Cleve- 
land, told members of the 
large city group that the 
entire editorial policy of the 


publication consisted of an 
effort to depict business 
trends, both those having to 
do with business in general, 
and those having to do with 
specific major industries. It 
endeavors, he said, to supply 
the business man with in- 
formation concerning cur- 
rent business evolution which 
may be of particular inter- 
est or value to him in his 
business, and this is where 
the difference between direct 
selling and indirect selling 
comes to light. 

“He does not read Trade 
Winds because it is forced 
to his attention—as would 
be the case with a billboard 
or newspaper ad containing 
the thought that this bank 
was a good bank for for- 
ward-thinking men. 

“He reads Trade Winds— 
and we have ample evidence 
that our subscribers do read 
Trade Winds—because he 
wants to read it. He wants 
to read it because it is doing 
him a specific service. It is 

him information 
may have a direc 

upon his year’s 


giving 
which 
bearing 
profits or loss. 

“Now if, in the reading 
of Trade Winds, he gets a 
picture as to the current 
trend of business, or its 
probable future course, 
which is of practical help to 


him in his planning or in 


his executive management, 
he does not have to be told 
that the Union Trust is a 
good bank for forward- 
thinking business men. He 
knows it. He is fully aware 
that the Union Trust is 
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abreast of the times with 
respect to business tenden- 
cies, new developments, ard 
the like. The evidence of 
this comes to his desk every 
month. 

“And so, he may thirk 
to himself, ‘Those 
are certainly on their toes. 
They know what’s going cn 
in the business world. | 
think that’s a good bank io 
tie up with.’ 

“That, at least, is 
theory of Trade Winds.” 

Mr. Knowlton cited «s 
evidence that the magazire 
is being read, not so muc) 
the letters received froin 
readers, but the _ increas 
ing reputation which it ‘s 
among 


fellows 


gaining executives, 
and financial 
and magazines; 
quests coming in 
scriptions to the publication, 
which has made no effort to 
increase its circulation; and 
the recognition of the maga- 
zine by the press. 
He outlined the 
production of Trade Winds 


newspapers 
the re- 
for sub- 


actual 


as follows: 

“Trade Winds is a maga’ 
zine of business trends, and 
deals with the national busi 
picture. <A _ typical 
issue contains, first, a sum- 
mary of general business 
conditions; second, a_ sur: 
vey of the outlook in a 
specific industry; third, a 
study of the development of 
some new business method 
or practice. 

“For instance, the March 
issue of Trade Winds con 
sists of an article on the 
current business outlook, « 


ness 





survey of the crude rubber 
situation, and an_§6 article 
illustrating the growing use 
of frozen foods. 

“When these three items 
do not suffice to fill up our 
sixteen pages, we add a de- 
pertment called ‘Weather- 
venes, in which are re 
printed brief 
quoted from other publica- 
tions showing new _ business 


paragraphs 


tendenciés or conclusions 
drawn from research or sur- 
ViyS. 

“Trade Winds is created 
aid produced inside the 
Union Trust advertising de- 
partment. The 
current business each month 


survey of 


is written within the de- 
partment, and often one of 
the other articles is also 
written inside the depart 
ment. A number of the 
surveys of specific industries 
are purchased from outside 
writers, but in such cases 
the subject matter is deter- 
mined upon 
our advertising department, 
and the articles are written 
in conformity with an out- 


in advance, in 


line previously agreed upon. 

“The advertising depart- 
ment maintains a close con- 
tact with the 
heads of the bank, so that 
the views expressed in Trade 


executive 


Winds are truly representa- 
tive of the bank itself. 

“A great deal of careful 
put into the 
physical production of Trade 


attention is 


Winds, for the simple reason 
that the 
fail of its purpose entirely 
if it 
enough to compete su 


magazine would 


were not. attractive 
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fully with other reading 
matter upon the desks of 
executives. Trade Winds is 
dressed up with the _ best 
available industrial photo- 
graphs, of a posterized type, 
suitable for that purpose. 

“Similarly, the body of 
Trade Winds is liberally 
filled with industrial photo- 
graphs of an attractive na- 
ture, and _ infinite 
taken that a good job of 


care 1S 


typography and printing is 
done. 

“Trade Winds is dis 
tinctly an experiment in in- 
direct selling. We naturally, 
therefore, cannot point to a 
instance 


single whereby a 


new account was gained 
directly through Trade 
Winds. It would indeed be 
something new in bank ad- 
vertising if a business ex: 
ecutive would walk into our 
bank and say to one of our 
vice-presidents, been 
reading your magazine and 
I therefore want to open an 


I ve 


account with an initial de- 
posit of $10,000.’ 

“So, in considering actual 
results gained for the bank 
by the publication of Trade 
Winds, I can only say that 
we believe that the publica- 
tion of the magazine is justi 
fed. This is largely a 
matter of faith, sustained by 


Trade 


here 


comments regarding 


Winds 


and there in the magazines 


which appear 
and newspapers all over the 
country, which come in to 
us in the mail, and which 
are dropped now and then 


to our executives by various 
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business men in our district. 
I often hear a man from out 
of town say, ‘Oh, yes, you're 
with the bank that publishes 
Trade Winds.’ ”’ 
FOUR C’S IN SAVINGS COPY 
Savings copy in the com- 
ing decade, Guy W. Cooke, 
assistant cashier of the First 
National Bank of Chicago, 
told the large city depart- 
mental, will be creative, con- 
structive, competitive and 
perhaps co-operative. 
The first of these, he said, 
has to do with non-savers: 
youth, through the various 
school savings plans; the new 
who for the first 
time has a definite individual 
income; those older, 
who should have, but have 
not, the dictum 
that only by saving is suc- 
cess possible. 


“The 


worker, 
and 


accepted 


constructive fune- 


tion of saving,” he went on, 
“is, in my 
broader. 


opinion, much 
Balance is its key- 
Balance between sav- 
ing and spending. Balance 
between money in the bank 
and other 
ment. 


“It is scarcely the prov- 


note. 


forms of invest- 


ince of savings advertising 
to urge people to spend. 
This is the function of most 
. Con- 


structive savings advertising 


other advertising. 


will picture the savings ac- 
count as a desirable invest- 
ment, assuring a fair rate 
of return. Safe and always 
par, picture it as immedi- 
ately available, and as a 
f buying to advan- 
recent press report 


means 0 
tage. A 
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stated that more than three- 
fifths of all the passenger 
automobiles sold last year 
were purchased on the in- 
stalment plan, and less than 
4 per cent. were repossessed 
for failure to maintain pay- 
ments. These figures, sub- 
mitted to the census bureau, 
showed the average deferred 
payment on each car to have 
been $44.30. Instalment- 
purchased cars number 3, 
478,373, of which 1,820,435 
were new, and the re 
mainder second-hand. 
Doesn’t this situation offer 
a splendid opportunity for 
constructive savings adver- 
tising? People who buy 
motor cars on deferred pay- 
ments find some way to meet 
these payments, which in- 
clude interest Isn’t 
it reasonable and feasible to 
presume that these 
people could be induced to 
put the amount of the in- 
stalments monthly in a sav- 
ings account after their first 
car is paid for, in order to 
assure money for the cash 
purchase of the second car? 
The net return of such sav- 
ings would probably run 
from 12 to 15 per cent. . 


Chicago 


charges. 


same 


“September in 
and many another city is a 


month of furniture sales. 
January starts the year with 
white goods and _ linens; 
shoes in February, furs in 
August, everything that 
women and men use and 
wear periodically can be 
bought at discounts running 
from 10 to 25 per cent. 
When money talks it says 
something more than good- 
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bye to those who have a sub- 
stantial cash reserve in a 
savings account. Better 
buying is a basis for con- 
structive copy, not only in 
this decade, but will be 
productive so long as mer- 
chandising follows present- 
day methods. 

“All advertising, except 
death and legal notices, is, 
in a sense, competitive, but 
the term competitive in sav- 
ings advertising applies 
specifically to that which 
the advantages of 
a savings account in con- 
trast, implied, or expressed, 
with those afforded by other 
institutions. ‘Save for a 
home’ has long been a stand- 
ard theme in savings adver- 
Unless it is skillfully 
done, profit therefrom is just 
as likely to accrue to some 
building and loan association 
or some other bank as to 
the bank which pays the 
bill. ‘Save for old age’ is 
another standby which may 
produce more for the life- 
underwriter than the bank 
when the savings tie-up 
dangles. These are merely 
specific illustrations which 
may well apply to a great 
deal of savings advertising. 
There is a_ considerable 
amount of altruism in sav- 
ings banking, but every bank 
advertiser is certainly justi- 
fied in making his copy as 
individual as possible, so that 
any business produced ac- 
crues to the bank by which 
the advertising is done. 
There is nothing new in 
this phase of the subject. It 
is one of the many aspects 


resents 


tising. 


of savings advertising which 
occur and recur as often 
the subject is discussed, but 
I feel strongly that if there 
is no adequate return, prs 
ent or potential, from adver- 
tising, money had best not 
be spent. It is upon tie 
return from copy in which 
the competitive form pre 
dominates that the decision 
must be made. 
“Co-operative savings a1 
vertising upon any consid r 
able scale is of compat a 
tively recent date. A group 
of mutual savings banks 1n 
a large eastern city have 
run some excellent copy 
during the last few months 
and while it is yet too soon 
to determine even the re 
sults or how long the cary 
paign can be carried on, it 
is evidence of a trend. 
Christmas savings clubs have 
been advertised successfully 
upon a co-operative basis. 
The vise of copy, the 
apportionment of cost, and 
the selection of media have 
proved unsurmountable ‘in 
some projected co-operative 
campaigns, but such adver: 
tising is certain to have con 
sideration during this dec 
ade, and there may be de 
velopment of the idea. 
“Where will this adver: 
tising be placed properly to 
reach the public and specifi 
cally to reach prospects? 
Newspapers afford the 
quickest, and probably the 
best medium to cover the 
territory of most banks. 
Direct mail offers excellent 
facilities for reaching present 
customers in the develop: 
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ment of accounts, and may 
be used profitably on selected 
lists. Mass __ distribution, 
where the bank’s territory is 
well defined, has no superior 
a: an efficient means of keep- 
ing contact with a large num- 
ber of prospects at moderate 
cost. Some of the best sav- 
ings advertising now avail- 
anole is prepared for this 
dstinct purpose. Painted 
oitdoor bulletins, posters, 
aid car cards offer 
color, circulation and 
tinuity. Magazines, 
grams, directories, 
books, and 
one-time publications, are, in 
my opinion, rarely worth 
their cost in savings adver- 
tising. Calendars, blotters, 
and specialties have been 
used by savings advertisers 
for many years, successfully 
in some instances, not so 
successfully in others, de- 
pending largely upon the 
style of material and the 
amount of brains put into 
distribution. 


size, 
con- 
pro- 
year 
occasional or 


“Two of the newer media 
warrant a word of com- 
There is a splendid 
opportunity for the Savings 
Bank Division of the Ameri- 
can Bankers Association to 
present a nation-wide radio 


ment. 


program on thrift, with the 


value of a properly de- 


veloped savings account as 


theme. Window 
displays—advertising at the 
point of contact—have a 
very real and tangible value. 
Where window space is 
available, any amount within 
reason is well spent in its 
utilization. 
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Savings advertising, the 
most universal in its appeal 
of any branch of financial 
advertising, may well be- 
come, in its characteristics, 
and less like typical 
financial advertising and 
more and more like the best 
in commercial advertising. 
It may yet be proved that 
advertisements urging the 
saving of money can _ be 
made as attractive, dynamic, 
and resultful as any copy 
which urges the reader to 
spend money. With fewer 
limitations than other 
branches of financial adver- 
tising, savings copy has a 
wonderful opportunity to 
blaze new and _ profitable 
trails through the’ advertis- 
ing pages of the future.” 


less 


INVESTMENT BANKING IN 
THE NEXT DECADE 


Natural securities, 
foreign loans and investment 
trusts are three forms of 
investment which will be 
much in the public eye dur- 
ing the next ten years, 
Harold E. Wood, vice-presi- 
dent of the Foreman-State 
Corporation, investment af- 
filiate of the Foreman-State 
National Bank of Chicago, 
told delegates who attended 
the large city group meet- 


yac 
gas 


ings. 

Mr. Wood spoke on “In- 
vestment Banking in the 
Next Ten Years.” He 
traced the growing popu- 
larity of stocks as against 
bonds and expressed the be- 
lief that the abnormal swing 
of public favor toward 
bonds is only temporary. 
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Regarding this trend he 


added: 

“This year through Au- 
gust, due to the break, there 
is an obvious and drastic 
reaction—87 per cent. of 
financing being in 
bonds and notes compared 
to 13 per cent. in stocks, al- 
though in August the per- 
centage in stocks was greater 
than the the 
year. 

“I think this radical re- 
turn to bonds is only tem- 
porary. Good 
stocks more 


going to be 


new 


average for 


common 
and more 
regarded as 
investments for the 
individual and we must real- 
ize it. 

He pointed to the impor- 
tant role played by advertis- 
ing in the marketing of 
bonds by large houses, and 
suggested that “through ad- 
vertising, eliminate salesmen, 
and thereby approach the 
English system.” 

Natural Mr. Wood 
told the financial advertisers, 
is one of the oldest public 
utilities in the world, dating 
back to 1820. The last few 
years, however, have seen its 
greatest 
sumption between 1921 and 
1928 doubling, largely 
through industrial demand. 
After reviewing some of the 
recent important develop- 
ments in this field of finance 
and the projected expansion 
of activities in the natural 
gas industry he said: 

“Much of this will re- 
quire financing. As _ the 
better and larger projects 
prove successful, the public 


are 


prime 


yae 
gas, 


development, con- 
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will become more and more 
enthusiastic, until any gas 
issue can be sold, with a dis- 
astrous day of reckoning. 
But more and more of the 
conservative houses are rec- 
ognizing the opportunity 
here for sound new business 
as they did ten years ago 
in the electric power and 
light field. It is a great op- 
portunity in a_ relatively 
virgin field for good houses 
and clever advertisers to get 
together.” 

The necessity for more 
foreign financing during 
the next decade is apparent 
if the United States is to 
keep a favorable balance of 
trade, Mr. Wood said. The 
fact that the default record 
on foreign securities, even 
in the case of those coun- 
tries which have _ been 
harassed by considerable in- 
ternal strife in recent years, 
is better than any other class 
of security, makes such 
aie attractive, the speaker 
pointed out. 

“We bank so much on 
developing foreign markets 
that we are killing the goose 
which lays the golden egg if 
we do not follow the Eng- 
lish system of advancing 
credits to countries 
economically advanced than 
we are,” he added. 

Mr. Wood analyzed the 
various types of investment 
trusts developed in America 
in the last few years, noting 
that “speaking of trusts as 
a whole there seems no limit 
to the possible demand and 
absorption of these issues.” 
The break of last October 


less 
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and November has not seri- 
ously impaired the intrinsic 
soundness of the better 
trusts, he ventured, adding: 

“Certainly the better 
trusts are cheap at these 
prices. The break also has 
righted some abuses. The 
trusts realize that to resell 
themselves to the public 
there must be the fullest 
publicity as to earnings and 
The day of the blind 
pool is over.” 

Income is 
main an 


assets. 


and will re- 
essential for the 
average investor and there 
will, therefore, always be a 
demand for bonds, the Chi- 
cago banker observed. Good 
investment trusts, he said, 
undoubtedly would purchase 
a substantial percentage of 
bonds with a view to income 
as well as appreciation. 
BANKERS DUTY TO BUSINESS 
Earnest Elmo Calkins, 
president of Calkins © 
Holden, advertising agency 
of New York, speaking be- 
fore the research depart- 
mental for medium-sized 
cities, deplored the failure 
on the part of bankers to 
utilize the force of advertis- 
ing to keep business on an 
even keel. Every financial 
institution should have two 
advertising appropriations, 
Mr. Calkins suygested, one 
for its own advertising, to 
explain and sell the services 
of its own institution, and 
another much larger appro- 
priation, to be used as an 
emergency fund to tell busi- 
ness, its own customers, its 
own community and its own 


country those facts which 
would, if understood, keep 
the fabric of business on 
an even keel and especial'y 
prevent such “colossal e-.- 
hibitions of nervousness, 
cowardice and temporizing 
as we have experienced :» 
far this year 

“If there had been suci 
a fund and if it had been 
used last fall when the 
market began to decline, the 
scope of that drop could 
have been lessened and the 
effect of it minimized cr 
obliterated. The happenin: 
was psychological. It wes 
due to a state of mind. Ac- 
vertising deals exclusively 
with states of minds, 
authoritative state 
counteracting the sensational 
news on the front page of 
the paper would have pro- 
duced an equilibrium. Even 
now, ten months after the 
avalanche, things are so 
stupidly managed that bad 
news is still getting the 
headlines and good 
that cancels the bad 
is found in obscure corners 
of the newspapers or in 
house-organs of financial 
stitutions—the very news 
which should be broadcast 
with at least as much pub- 
licity as the bad news. 


and 
>ments 


news 
news 


“For ten months drops in 
the prices of stocks, unem- 


ployment, drought with the 
resulting crop failure, dimin- 


ished corporation earnings, 
the tariff—unnerving and 
catastrophic—have had _ the 
favored position in the news, 
and this to a business world 
that is already hesitating and 











uncertain. There has been 
nothing authoritative to 
show the other side of the 
picture. It is natural for 
the newspapers, because 
is nearly always bad 
news. We seldom get ex- 
cived prosperity, 
though we enjoy it. It is 
always a catastrophe that 
fisures on the front page—a 
war, a conflagration, a rail- 
road wreck, a murder, a 
bight, a drought or an 
earthquake—these are news. 
But when a thousand retail 
chain stores good 
month you will find a three- 
line paragraph over in the 
although 


news 


Over al- 


have a 


financial section, 
that news is just as vital as 


the bad news on the front 


page. 

“And so I say that if the 
banks with their bountiful 
array of favorable facts had 
possessed an advertising ap- 
propriation big enough to 
blanket the country with 


page advertisements, show- 
ing how much was favorable 
in this big prosperous coun- 
try, how little was unfavor- 
able, and how surely our 
continued prosperity  de- 
pends on everybody going 
about his work and doing 
his job confidently, we could 
have carried on from last 
year almost at full speed. 
You, who are in the habit 
of looking at business from 
both sides more than the 
wwerage man, know what an 
abundant supply of material 
there is. 

“In good times and bad 
financial institutions should 
keep a steady, strong, in- 
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telligent, informed hand on 
business, reaching manufac- 
turers and retailers, espe- 
cially small manufacturers 
and retailers, the rank and 
file of the country’s business 
on whom all our prosperity 
depends. They are in a posi- 
tion to make business better 
if someone who knows tells 
them what to do 

“I prophesy that the 
greatest development — of 
financial advertising in the 
next ten years will be to 
make of it the authoritative 
wuide of business along the 
road to even and continuous 
prosperity. 

Personality, 
touch, is what will 
most in the near future 
first in the bank itself, in its 
officers, especially those who 
come in contact with the 
public, and then in its ad- 
vertising, the friendly, 
human 

“We must 
antidote for No 
bank can grow to the point 
where it think of 
customers in the mass. They 
must be considered as indi- 


the human 


count 


honest, note. 


have some 
bigness. 


can its 


viduals—one by one. 
CO-ORDINATING | MANAGE- 
MENT WITH ADVER- 
TISING 
How many engaged in 
financial advertising, Her- 
bert V. Prochnow of the 


First National Bank of Chi- 
cago asked the medium- 
sized group, have taken time 
to make a serious study of 
the fundamental principles 
of sound bank management? 


“Unless we have scientific 
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management ability in the 
investment of a bank’s 
funds and profitable han- 


dling of its deposit accounts,” 
he said, “unless we have a 
material decrease in our 


and 


we 


on loans invest- 


losses 
ments, unless increase 
employe efhciency and make 
adequate charges for our 
services, we may nullify en- 
tirely the results of the best 
possible advertising and new 
business efforts. A_ strict 
observance of scientific bank 
management principles is 
necessary to the sound 
operation of any bank. In 
my opinion, no financial ad- 
vertiser afford to omit 
a thorough study of these 
principles, for upon them to 


can 


a large degree his own suc- 
cess or failure hinges. Then, 
too, those who are engaged 
in financial advertising are 
especially qualified by out- 
side broad 
perspective, by studious and 
thoughtful habits, to help in- 
corporate in the operation of 
the bank those management 
upon which its 
progress, profit- 


viewpoint, by 


principles 
continued 
ableness and safety depend. 


“We must. scientifically 
determine the proper 
centage of the bank’s funds 
to place in different invest- 


per- 


ments and not guess at 
these ratios. We must fix 
interest rates on a basis of 


what we can safely pay cus- 
tomers and run the bank on 
a profitable basis—and not 
simply follow our competi- 
rates. We must de- 
what the average 


tors’ 
termine 
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costs of doing business 
should be—and not operate 
blindly, merely hoping for 
profits. We must make com- 
prehensive studies over the 
whole country to find what 
a good bank should earn on 
its savings funds and 
its commercial department 
funds—and not remain in 
ignorance of these essential 
facts. We must constantly 
keep in mind the fact that 
the bank must be liquid and 
must make a profit—and not 
excuse ourselves by saying 
that both liquidity and 
profits cannot be attained 
with the low rates prevalent 
today. We must be tire- 
less in our efforts to find 
the best methods of doing 
things—and not let banks 
endanger their depositors’ 
funds by experimenting in 
an attempt to discover sound 
management policies. In 
other words, we must oper- 
ate our bank on a basis of 
facts and statistics.” 

The speaker then pre- 
sented the basic principles 
of bank management, includ- 
ing the results of question- 


naires sent to _ bankers 
throughout the country with 
queries concerning interest 


on deposits, investment prin- 
ciples, etc. 

“There may be a feeling,” 
he said in conclusion, “that 
we have confused the adver- 
tising manager with the 
president of the bank. But 
the future of all of us is 
inseparably intermeshed with 
the scientific management of 
our institutions. Whether 
we will or not, advertising 
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and new -business activities 
are geared up or geared 
down to the efficiency and 
the profits of the whole 
bank. If we would see our 
department and our activi- 
ties realize their greatest 
usefulness, I believe we must 


understand thoroughly the 
basic principles of bank 
management. We must 


think not merely in terms 
of getting business, but of 
earning an adequate profit 
thereon. 

“We may not see much 
difference day by day be- 
tween the progress of the 
bank that co-ordinates all its 
activities and departments 
for greater profits, and the 
other institution without this 
program. But the two banks 
are nevertheless travelling 
entirely different _roads. 
These roads are diverging— 
the one upward, the other 
downward — and over a 
period of years the differ- 
ence in position between the 
well-managed and the hap- 
hazard institution is cumu- 
lative and enormous.” 


THE BANK OF 1940 


“Banking is already fore- 
casting the bank of 1940—" 
G. H. Handerson, | sales 
manager of the Bigelow-San- 
ford Carpet Company, Inc., 
of New York, told members 
of the medium-sized city 
group—"“a bank which can 
talk the language of indus- 
try to industry—a bank im- 
mersed not in the figure side 
of industry alone, but in the 
innermost intricacies of 
manufacture, accounting and 








distribution. It will be a 
bank presided over by thor 
ough bankers who with their 
colleagues will be engaged 
not merely in operating tle 
intricate and wonderful m.- 
chinery of a bank, but 19 
recasting bank services to 
fit the rapidly changing 
needs of the public and ii 
selling these recast. and r- 
packaged services. 












































“Yesterday the manufac- 
turing mind dominated ir- 
dustry. The men who could 
make the goods ruled b- 
cause it was a seller's mat 
ket. Banks as then cor 
stituted purely 
credit manufacturing estab- 
lishments. But today it is 
buyer’s market in banking 
as truly as in industry, and 
the bank of the morrow 
will primarily be a sales in 
stitution—and I say thi 
with nothing except th 
highest compliment to the 
manufacturing mind, sinc 
no sale is possible without 
nearly perfect manufactur 
ing. 

“We promotion men ot 
banks will not only promot 
but we will hold high posi 
tions of trust in the develop 
ment, adaptation, ‘packag 
ing’ and presentation of out 
services to and for the pub 
lic. Our object will be to 
truly catch up every high. 
school youth in a net of 
honest, honestly conceived 
and honestly operated ser- 
which, within the 
limits of human fallibility, 
will protect him from finan- 
cial disaster and will really 
and truly and_ personally 


were 


“po 


vices 











weeaa 









con 





THE BANKERS MAGAZINE 


565 





contribute to his financial 
success within the limits of 
his resources. Banks will 
for my children as 
completely, within the scope 
of their functioning, as the 
for the needs 


care 


grocer cares 
of our table. 

“And in this already semi- 
reilized prophecy you men 
w th sales ability and imagi- 
ntion and a true concept 
o! the cynical and entirely 
sifish public are vital 
fomentive and creative fac- 
trs. I congratulate you 
0 your prominence in 
1940, provided only you 
gound yourselves firmly in 
the machinery of banking, in 
the machinery of creating, 
‘packaging, presenting and 
servicing the American pub- 

and American industry.” 


REVISING COMMERCIAL 
BANKING SERVICE 


In some way commercial 
banks will find a means of 
securing adequate compensa- 
tion for their banking opera- 
tions, predicted H. A. Lyon, 
advertising manager of the 
Bankers Trust Company of 
New York, in an address on 
“Revising Commercial Bank- 
ing Service to Meet Future 
Needs.” 

“The first step is obviously 
an agreed basis for 
inalysis, from which I haz- 
id the guess we shall find 
that the small accounts pay- 
ing a service charge are 
just about earning their 
keep, with neither profit nor 
loss to amount to anything. 
My further guess is that the 
larger, and very active ac- 


cost 


na 


counts, with perhaps large 
floats, are not paying any- 
thing like the gross revenue 
which a fair profit presup- 
poses. But, whatever the 
result, if increased revenue 
is to eventuate, it will be 
the task of the advertising 
and department to do 
two most important things 
to advise the production de- 
partment what the public 
temper is and how far the 
bank may go without antag 
onizing the customers, and 
second, to educate the pub- 
lic as to the reasons for and 
the justice of any proposals 
to this end... .” 

Mr. Lyon 


stallation of 


sales 


cited the in- 

the 

example of 
this task of advertising and 
publicity departments, show- 
ing the difference in public 
reaction in 


Service 


charge as an 


those communi- 
ties in which the placing of 
the charge was preceded by 
intelligent with 
those in which a an- 
nouncement of the charge 
was made. 

“The 


may 


advertising 
mere 


major change we 


expect in commercial 
banking in the 
years,” according to Mr. 
Lyon, “is purely mental— 
a point of view. The banker 
has changed his point of 


next ten 


view tremendously in the 
past. Part of the change 
was in the nature of co 


ercion by the public will, 
expressed through the pas- 
sage of laws; part of the 
change has been voluntary. 
It is the latter with which 
we are concerned, for it is 
there that the most rapid 


change has taken place, and 
that we must look for con- 
tinued change in the future. 
There are new considera- 
tions which are today com- 
manding our attention. A 
bank is more of a_ public 
utility than before; a bank 
is dependent for its pros- 
perity on the customers; a 
bank cannot prosper unless 
its customers prosper and 
the community itself is 
healthy. A bank is not a 
pawn-shop—it is a public 
power. It is the 
nity’s credit reservoir, 
trusted with the _ responsi- 
bility of maintaining the 
credit supply at an adequate 
level, and wisely distributing 
this supply for the good of 
all. But it further 
than this matter of credit 
supply. That is passive 
assistance and changing 
conditions require a much 
more active assistance. 


commu: 
en- 


goes 


S 


“Do you agree with me 
that the bank’s success de- 
pends largely upon that of 
its customers and its 


com- 
munity? Do you agree that, 
as a corollary, the more 


prosperity that comes to its 
customers and its community 
the greater will be the 
bank’s success? If you agree, 
then it that it is 
good business for the bank 
actively to help in the gen- 
eral prosperity. Prosperity 
consists of earning more 
money, and keeping it in 
circulation. Anything which 
will help your business cus- 
tomers make money or save 
money intelligently is going 
to increase their prosperity, 


follows 
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and that of their executives, 
employes, the local stores, 
and the community at large. 

“Isn't this the challenge of 
the next ten years?” 
SINCERITY VS. BRILLIANCY 

A plea for sincerity as 
against brilliancy in copy 
writing was made by Miss 
Ruth Pearse, advertising 
manager of the First Wis- 
consin National Bank of 
Milwaukee, Wis., before the 
small-city group. 

“If we as bankers,” Miss 
Pearse said, “are sincerely 
interested in our customers, 
and can make them feel it, 
we do not need to be bril 
liant writers. We will have 


discovered our customers’ 
problems and will inevitably 
reflect in our advertising 


copy our real desire and fit- 
ness to work them out. 
“If the 


banks in small cities suffers,” 


advertising of 


she continued, “it is usually 
And it 
is easy to understand why. 
The banker in a small bank 


is busy about every imagin- 


from lack of plan. 


able sort of a banking trans- 
the time the 
doors are opened till the last 


action from 


customer straggles out at 
night. He must handle each 
transaction as it comes. He 


has no one higher up on 
whom to shift responsibility. 
He cannot specialize. He 
must know something about 
everything, it seems. And 
in between he must adver- 
tise. 

“It is not surprising if he 
follows the line of least re- 
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sistance. . He thinks he 
doesn’t know much about 
advertising. Words can't 


be arranged in neat columns 
at the rate of so many per 
minute to make attractive 
and forceful advertisements. 
Type-faces are a complete 
mystery to him. So when 
the editor or business man- 
ager of the local paper 
brings down a lot of clip- 
pings of advertisements 
which have been run by 
other banks, he probably 
few which seem 
to cover his own situation 
fairly well, lets the editor 
change them a little and 
considers himself well out 
of a bothersome job. 

“The amount of money 
spent for the advertising 
program is far less important 
than the amount of thought 
spent on it. A compara- 
tively small budget can ac- 
complish wonders if it is 
handled right. In order to 
get the best results the re- 
sponsibility for all the ad- 
vertising should rest with 
individual. If he can 
make a fairly definite plan 
at the beginning of the year 
as to how much he is te 
spend and how he intends 
to apportion the amounts he 
will be able to use his time 
and co-ordinate his advertis- 
ing activities to much better 
advantage than if he pro- 
ceeds on the more haphazard 
basis of buying things when- 
ever a good salesman hap- 
pens to overpower him or 
preparing copy when he 
suddenly realizes that the 
deadline is at hand. 

“If the services of an ad- 


selects a 


one 










vertising agency or free 
lance advertising man ire 
available locally, it would 
be a good investment to take 
advantage of them, prov.d: 
ing the bank can afford it. 
If it does not seem advisal le 
to have an outside agency 
actually handle the advur 
tising, it might be possitle 
to use them in an adviso-y 
capacity. If someone on tre 
bank staff takes care of ill 
the details of the advert x 
ing, he should be relieved of 
other duties to an exteit 
that will allow him time *o 
real thought to his 

It will not requi-e 
time if he makes 
his plans for some time 
ahead, but it should be 
recognized that the advertis- 
ing is an important responst- 
bility and something 
that can be successfully 
sandwiched in _ between 
window transactions.” 

Miss Pearse named three 
classifications into which 
most advertising appeals 
can be placed: “First the 
customer wants to preserve 
the he now has; 
second, he wants to procure 
as much as possible in re- 
turn for the money he is 
obliged to expend in the 
process of living; third, he 
wants to accumulate more 
resources, for two reasons 
better now and to 
have a larger reserve to live 
on in his later years and 
to pass on to his family wh« 
















give 
plans. 
so much 











not 













resources 












to live 










survive him.” Enlarging o1 
these three classifications, 
Miss Pearse showed th 






types of copy which could 
be tied up to each. 









x of the many interesting tm I NION TRUSTo. 


vistas in the largest single CLEVELAND 
banking room in the world— Resources over $300,000,000 





EXAMINATIONS - SYSTEMS - TAXES 
FOR 


Banks and Trust Companies 


McARDLE & McARDLE 


ACCOUNTANTS AND AUDITORS 
Forty-Two Broadway, 


INTER-CHANGE OF LOAN 
FUNDS FOR HOME 
BUYING 


CONSIDERATION of an interchange of loan 
funds for home buying purposes will be 
discussed at a meeting of the International 
Congress of Building and Loan Associa- 
tions to be held in Philadelphia next May 
in conjunction with the annual convention 
of the U. S. Building and Loan League. 
At the same time the U. S. League will 
celebrate the 100th anniversary of the 
founding of the first building and loan 
association in America. 


TRANSAMERICA TO GET AN- 
OTHER ITALIAN BANK 


Tue Banca Italo-Britannica, an Italian bank, 
is to be acquired by the Banca d’America e 
d'Italia, controlled by the Transamerica 
Corporation, according to report. Banca 
d’America e d'Italia has headquarters in 
Milan and twenty-nine branches in the 
principal centers of Italy. 

Banca Italo-Britannica, whose principal 
office is at 5 Via Manzoni, Milan, main- 
tains branches in Genoa, Naples, Rome, 
Trieste, Turin and Venice. Established in 
1916, it acquired on January 1, 1926, the 
branches in Italy of the Anglo Austrian 
Bank, Ltd. On April 30, 1929, it reported 
paid up capital of 75,000,000 lire and assets 
of 992,019,569 lire. Its London agent is 
the British Italian Banking Corporation, 
Ltd. 


BANK OF ITALY IN MERGER TO 
FORM NATION-WIDE CHAIN 


THE Bank of Italy National Trust and 
Savings Association of San Francisco, which 
operates 292 branches in 166 cities in 
California, and the Bank of America of 
California, with 161 branches in 97 cities, 
will be merged into the Bank of America 
National Trust and Savings Association as 
soon as details can be arranged. The two 
banks, both of which are under the control 
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New York City 


of the Transamerica Corporation, will have 
assets of about $1,350,000,000. With the 
Bank of America National Association of 
New York, also a Transamerica institution, 
a nation-wide chain of banks will, in effect, 
be formed. 

The Bank of Italy was founded by A. 
P. Giannini and the Bank of America ol 
California was also organized by him two 
years ago, after the Giannini interests had 
obtained control of the Bank of America, 
of New York. 

Details of the consolidation are to be 
worked out by a committee consisting of 
A. P. Giannini, James A. Bacigalupi, C. 
R. Bell, W. E. Blauer, Leon Bocqueraz, 
H. R. Erkes, L. M. Giannini, P. C. Hale, 
Marco Hellman, Orra Monette, W. F. 
Morrish, A. J. Mount, E. J. Nolan, A. 
Pedrini, George A. Webster and R. R. 
Yates. 

Total resources of the Transamerica 
Corporation at the close of last year 
amounted to $1,176,000,000, and the total 
resources of the banking institutions con- 
trolled by it were substantially more than 
$2,000,000,000 The principal American 
bank holdings of the corporation, the Bank 
of America National Association, New 
York; the Bank of Italy, California; the 
Bank of America of California and _ the 
First National Bank, Portland, Ore., have 
combined resources, exclusive of those ‘of 
their affliated corporations, aggregating 
more than $1,895,000,000 as of June 30 
last. Combined deposits of these four in- 
stitutions amounted to more than $1,550,- 
000,000 on June 30. 

In addition to these four institutions, the 
Transamerica Corporation controls the 
Banca d’America e d'Italia in Italy, the 
Bankitaly Mortgage Company, the Cali- 
fornia Joint Stock Land Bank of San 
Francisco, the Pacific National Fire Insur- 
ance Company, the Bankitaly Agricultural 
Credit Corporation, the Occidental Life 
Insurance Company and _ other financial 
institutions here and abroad, together with 
their subsidiaries. 

The merger of the Bank of Italy and 
the Bank of America of California con- 








Established 1837 


ADRIAN H. MULLER & SON 


19 LIBERTY STREET, NEW YORK 


(Adjoining Federal Reserve Bank) 


STOCKS AND BONDS AT AUCTION 


Regular Auction Sales of all Classes of Securities Every Wednesday 


The Business of Banks, Bankers, Investors and Dealers in Securities Receives 
Prompt and Careful Attention 





stitutes a step in the simplification of the 
corporate structure of the _ holding 
pany. Recently Elisha Walker, 
of the holding company, has 
California inspecting the properties of 
Transamerica and, according to officials of 
the organization, conferring upon plans 
for simplifying the company’s structure. 

Transamerica on June 30 of this year 
owned more than 99 per cent. of the stock 
of the Bank of Italy, with its securities 
affiliate, the National Bankitaly Company, 
approximately 60 per cent. of the Bank 
of America National Association, with its 
affiliate, Bancamerica-Blair Corporation, and 
98 per cent. of Bank of America of Cali- 
fornia, with its affiliate, the Corporation 
of America. 


com- 
chairman 
been in 


Mary J. Ray 


Editor of The Teller, of the Union 
Trust Company of Cleveland, who is 
the only woman appointed to the 
national publicity committee of the 
American Institute of Banking. 





NEW OFFICER. FOR 
CONTINENTAL 
ARCH W. ANDERSON 


president of the 


Bank of Los 


who has been a vice- 
Security-First National 
Angeles for the last nine 
years, has been elected a vice-president of 
the Continental Illinois Bank and Trust 
Company of Chicago. Mr. Anderson began 
his banking Kansas and Okla 


Career in 


ARCH W. ANDERSON 


elected vice-president Conti- 
Illinois Bank and Trust Com- 


pany, Chicago. 


Newly 


nental 


homa. He served as a state bank examiner 
in Oklahoma and as_ secretary of the 
Oklahoma Bankers Association. From 
Oklahoma he went to Kansas City as vice’ 
president of the Stockyards National Bank 
and later became secretary-cashier of the 
tenth district Federal Reserve Bank. 
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SPINA le 


Kings County Trust Company 


City of New York, Borough of Brooklyn 
Capital $500,000 Surplus $6,000,000 Undivided Profits $410,000 


JULIAN P. FAIRCHILD, President 
WILLIAM J. WASON, JR., Vice-President ALBERT I. TABOR, Secretary 
HOWARD D. JOOST, Vice-President ALFRED W- ABRAMS, Assistant Secretary 
J. NORMAN CARPENTER, Vice-President EUGENE L. VAN WART, Assistant Secretary 
ALBERT E. ECKERSON Auditor 


ACCOUNTS INVITED INTEREST ALLOWED ON DEPOSITS 
 aiUMIMNNLINANININUNUTLVUUHALAUUUUTEAUULL UHURU 


CENTRAL TRUST PROMOTION — $4,000,000 investment in its capital stock 
by Marine Midland Corporation of Buffalo. 
ALFRED Brittain, Jr., has been elected The holding company has bought 20,000 
assistant vice-president of Central Trust shares of stock of the Union Trust at 
Company of Illinois, Chicago. He joined $200 a share and thus makes possible in- 
the bank in 1923 and was made manager creases of the bank's capital, surplus and 
of the credit department in June, 1929. undivided profits to $9,280,000 and the 
Lloyd Smith now becomes manager of the setting up of reserves of more than 
credit department. $2,450,000. The bank capital is being in- 
creased from $4,000,000 to $5,000,000: the 
surplus from $3,400,000 to $3,500,000 


CLEVELAND TRUST COMPANY 
35 YEARS OLD 


A PROPHECY as to banking conditions in 
general and to the Cleveland Trust Com- 


LorrRAINE L. FERRER 

Manager of the women’s division of , 
the assured estate department, Na- 
tional Bank of the Republic, Chicago, ‘ Ti 
who has recently been elected presi- W. O. McClure, manager of the 
dent of the Association of Chicago safe deposit department, and Harris 

Bank Women. Creech, right, president of the Cleve- 

land Trust Company, depositing 
ROCHESTER BANK JOINS prophesies regarding Cleveland in 
MARINE MIDLAND 1965 in a safe deposit box. 


THe Union Trust Company of Rochester, pany in particular was made by Harris 
N. Y., has become the largest bank in Creech, president of the Cleveland Trust 
that city, in capital and surplus, by a Company, as a final forecast in a series pub- 
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lished by the company and written by a 
number of Cleveland's business leaders. This 
prophecy was given by Mr. Creech as he 
deposited the other forecasts in a_ safe 
deposit box in the vault of the bank, from 
which they will be removed in 1965, the 
year for which the prophesies were made. 


Mr. Creech said: 

“This month the Cleveland Trust Com- 
pany is thirty-five years old. This month 
also, Cleveland is host to the American 


Bankers Association convention. 
“Tt seems appropriate, therefore, to con- 
clude this series with a picture of the 


bank of the future, as we look forward to 


nother thirty-five years of active useful- 
ness. 
“Branch banking, in which this bank 


was a pioneer, will be on a much broader 
scale than at present. The branches will 
continue that personal relationship between 
bank and customer which only such com- 
munity banks can supply. Their managers 
will know even more thoroughly the finan- 
cial needs and more intimately the personal 
needs of their customers. Further exten- 
sion of branch banking, however, will not 
be justified if mere size is the only aim 
The object must be increased service to 
the individual and to the territory served. 

“Bank depositors of the future will have 


increasingly learned to use all of their 


bank's services—not merely to deposit and 
withdraw money. The customer will use 
every department necessary to help him 


along each step of the way toward financial 
well-being. The record of an individual's 
contact with his bank will be a complete 
history of his economic accomplishments. 
“The business man will find the bank 
a constantly greater storehouse of specialized 
information on the financial problems 
peculiar to his own business. The judgment 
and advice of men specializing in various 
fields of business endeavor will be 
subject to error than that of the old-time 


less 


‘veneral’ banker. 

“And finally, I venture a prediction for 
our own institution: 

“If this bank continues to serve as it 


has in the past, within another thirty-five 
years the deposits entrusted to it should 
exceed $1,000,000,000.” 


PHILADELPHIA A. I. B. ISSUES 
1930-31 PROSPECTUS 


IN a prospectus for 1930-31, the Phila- 
delphia Chapter of the American Institute 
of ‘Banking has set down the aims of the 
institute and of the Philadelphia chapter, 
officers of the national and local organiza- 
tions, description of chapter and forum 
meetings and a catalogue of its educational 
program for the winter of 1930-31. 


THE BANKERS MAGAZINE 








The South Carolina 


National Bank 
Charleston, S. C. 


Greenville, S.C. - Columbia, S. C. 


Consolidation of 


Bank of Charleston, N. B. A. 
Charleston, 8. C. 
Norwood Nat. Bank Carolina Nat. Bank 
Greenville, S. C. Columbia, 8. C. 


1,500,000.00 
1,200,000.00 
30,000,000.00 


Capital $ 
Surplus 
Resources 





MEYER APPOINTED RESERVE 
BOARD HEAD 


EUGENE Meyer, Jr., has been appointed 
by President Hoover to succeed Roy A 
Young as governor of the Federal Reserve 
Board. The appointment was made after 
the resignation of Edmund Platt, who had 
been vice-governor. Both men are from 
the State of New York and, since it is 
illegal to have two members of the Reserve 
Board from the same Federal Reserve dis’ 
trict, the resignation of Mr. Platt was neces- 
sary before Mr. Meyer could be appointed 
Mr. Meyer's appointment will come before 
the Senate in December. 

Mr. Platt will become a vice-president of 


the Marine Midland Corporation, Buffalo 
bank holding company, after seventeen 
years of Government service, the last ten 


of which were spent as vice-chairman of 
the Reserve Board. The Federal Reserve 
Act does not permit a member of the board 
to join the staff of any member bank for 
at least two years after resignation from 
the board, but the act does not apply to the 
Marine Midland, which is a_ holding 
company. 


S. W. STRAUS DEAD 


S. W. Straus, chairman of the board of 
S. W. Straus & Co., and president of three 


banks which he founded in Chicago, died 
last month after a long illness. He entered 


business in the firm of his father, F. W. 
Straus &@ Co., in Chicago in 1884 and 
later took over the management of tic 


firm and changed its name. He remained 
president of this company until two years 
ago when he became chairman. He was 
generally recognized as the originator of the 
modern first mortgage real estate bond and 
through that medium of financing was one 
of the pioneers in the development of some 
of America’s greatest skyscrapers. 

In 1911 Mr. Straus founded the Franklin 
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Trust Company and the Savings Bank in 
Chicago and in 1928 established the Straus 
National Bank and Trust Company of 
Chicago. Later the Straus National Bank 
and Trust Company of New York was 
organized, in which the S. W. Straus @ 
Co. was a large stockholder. 


LEFCOURT NATIONAL HAS NEW 
NAME 


THE National Safety Bank and Trust Com- 
pany of New York is the new name of the 
institution which was formerly the Lefcourt 
National Bank and Trust Company. The 
new name was recently approved by the 
stockholders. 


NEW VICE-PRESIDENT FOR NA- 
TIONAL SAFETY BANK 


A. S. BERNSTEIN, who has been associated 
with the Public National Bank and Trust 
Company of New York for the last twenty- 
two years, has been elected executive vice- 
president of the National Safety Bank and 
Trust Company, formerly the Lefcourt Na- 
tional Bank and Trust Company. He has 
also been elected a director of the institution. 


TO VISIT THE FAR EAST 


GrorGe H. DuNscomp, vice-president of the 
First National Bank of Chicago, has left for 
the Far East, where he will gather first-hand 
facts to be used in the compilation of a sur- 
vey and analysis of business and economic 
conditions as related to American trade and 
banking. Mr. Dunscomb will visit Honolulu, 
Japan, China, Indo-China, Siam, Singapore, 
Java, Australia, New Zealand and South 
Africa. 


NEW DIRECTOR 


HERBERT R. WILKIN, executive vice-president 
of the Union Industrial Bank of Flint, Mich., 
has been elected a director of the Guardian 
Detroit Union Group, Inc. Mr. Wilkin was 
cashier of the Griswold-First State Bank of 
Detroit at the time that it merged with the 
National Bank of Commerce, when he was 
elected vice-president and cashier of that in- 
stitution and had charge of all the branches 
until he became affliated with the Union 
Industrial Bank at Flint, as its operating 
head. The Union Industrial Bank is one of 
the twenty-five banks and trust companies 
which compose the Guardian Detroit Union 
Group. 


Paneled walnut and bronze are used to good effect in the main banking room of the 
new Cargill Trust Company building, in Putnam, Conn., which was opened recently. 


The room has two mezzanines 
provide additional working space. 


a front one for the directors and a rear one to 
Brass-blocked terrazzo squares form the floor. 











ON ADVISORY COUNCIL 


WALTER W. SmiTH, president of the First 
National Bank in St. Louis, has been elected 
vice-president of the Federal Advisory 
Council. 

The Federal Advisory Council is composed 
of the country’s leading bankers selected 
from each of the twelve Federal Reserve dis- 
tricts by the boards of directors of these dis- 
tricts. The council meets in Washington, 
D. C., four times a year and has the power 
to confer directly with the Federal Reserve 
Board on general business conditions; to make 
oral written representations concerning 
matters within the jurisdiction of board; to 
call for information and to make recom- 
mendations in regard to discount rates, redis- 
count business, note issues, reserve conditions 
in the various districts, the purchase and sale 
of gold or securities by reserve banks, open- 
market operations by said banks, and the 
general affairs of the Reserve System. 


or 


In 1928 Mr. Smith was elected by the 
board of the Federal Reserve Bank in St 
Louis to represent the Eighth Federal Re- 


serve District in the Federal Advisory Coun- 
cil. Mr. Smith has also been a member of 
the original board of directors of the Federal 
Reserve Bank of St. Louis, and was formerly 
vice-chairman and deputy Federal Reserve 


KENTON WARNE DIES 


KENTON WarNE, vice-president of the First 
National Bank of Philadelphia, died last 
month at the age of 84, after serving sixty- 
six years with the same institution. He be- 
came identified with the bank in 1864, was 
elected assistant cashier in 1866, cashier in 
1902 and vice-president in 1910. He was 
secretary of the board of directors for forty- 
five years and during that time missed only 
seven board meetings. 


ELECTED VICE-PRESIDENT 


WILLIAM C 


vice-president of 


THOMPSON has been elected a 
the Bank of Manhattan 


Trust Company, New York, and will have 
charge of the bank’s offices in the Bronx 
and in Washington Heights. 





HIBERNIA EMPLOYES ELECT 


THE Hibernia Bank Club, an organization 
among the officers and employes of the 


Hibernia Bank & Trust Company of New 
Orleans, held its annual election of officers 
recently, which resulted in the election of 
Maurice Maspero as president; E. P. Scheke- 
ler, vice-president; F. L. Ruiz, treasurer; and 
Miss Mae Lecler, secretary. 


E. A. Ducote, 
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George Spahr and Judson Hardy were elected 
to the club’s board of governors. The club 
seeks to promote social, athletic and thrift 
ac ‘ivities among its members. 


FRANKLIN TRUST OPENS NEW 
DEPARTMENT 


C. Appison Harris, Jr., president of the 
Franklin Trust Company of Philadelphia, has 
announced the opening of a title department, 
and the appointment of Donald K. Redding 
charge 


as title officer in of this service. 



























D. K. REDDING 


Title officer of the Franklin Trust 
Company, Philadelphia. 
According to the announcement, this is a 


new field for the Franklin Trust Company 
and is made necessary in order to meet the de- 
mands of that institution’s rapidly growing 
clientele, which now numbers more than 
60,000. 


BANCO DI NAPOLI SHOWS 
RAPID GROWTH 





At the close of the first three months of 
operation, deposits of the Banco di Napoli 
Trust Company of New York reached ap- 


proximately $10,000,000. The bank was 
opened this summer and, in addition to doing 
a general banking and trust business, acts 
as agent for the Banco di Napoli, which was 
founded in Naples, Italy, in 1539. Philip 
Torchio, vice-president of the New York Edi- 
son Company, is president of the bank. 
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BANK OF NEW YORK AND 
TRUST APPOINTMENT 


THE Bank of New York and Trust Company 
has announced that R. McAllister Lloyd has 
vice-president to 
development of 


assistant 


the 


been 
take 


appointed 


charge of new 
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R. McALLIsTER LLoyp 


Assistant vice-president of the Bank 
of New York and Trust Company. 


business in the trust department. Mr. Lloyd 
is a New Yorker by birth and association. 
He goes to his new position from the New 
York Trust Company, where he was assistant 
trust officer. He is a graduate of Harvard 
and has traveled extensively abroad. 


ON ADVISORY BOARD 


WyLiz Brown, president of the National 
Electric Products Corporation, has been 
elected a member of the advisory board of 
the 320 Broadway office of the Chemical 
Bank & Trust Company, New York. 


NEW DIRECTOR 


WaLTER H. BENNETT has been elected a 
director of the National Bank of 
New York. Mr. Bennett is chairman of the 
executive committee of the Emigrant Indus- 
trial Savings Bank of New York and was 
for many years senior vice-president of the 
American Exchange National Bank of New 
York. Since the latter's merger with the 
Irving Trust Company Mr. Bennett has 


Grace 


served as an officer of that institution. 
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MORET NAMED HEAD OF BANK 
OF FRANCE 





WITH the resignation of Emile Moreau from 


the governorship of the Bank of France, 
Clement Moret, assistant governor, has been 
appointed to the governor's post. Mr. Moret 


has been trained in the Moreau school of 
thought, and it is expected that the Moreau 
policies will be continued. The new governor 
is 45 years of age and has a record of 22 
years in state finance. He entered the Min- 
istry of Finance in 1908 and has held various 
important posts, including that of 
tor of the Alsace-Lorraine finances 
appointed assistant governor in 


the direc- 
He was 
1928 





A. I. B. COUNCILMAN 


MarK BarRTLETT, director of public relations 
of the North Carolina Bank ¢& Trust Co., 


Greensboro, N. C., has been appointed as 
sociation councilman of the American In- 


stitute of Banking for North Carolina. 





HIBERNIA MAGAZINE 
25 YEARS OLD 


IS 





Trt Hibernia Rabbit, quarterly 
of the employes of the Hibernia Bank @ 
Trust Company of New Orleans, will mark 
its twenty-fifth anniversary with its October 
issue. The Rabbit was first published in 
October, 1905, and consisted of six 
graphed pages. It had a circulation of only 
100. Today it contains from thirty-two to 
forty-eight pages and has a circulation ot 
nearly 4000 scattered throughout the United 
States and foreign countries. 


publication 


mimeo- 


MITSUI BANK ELECTS NEW 
MANAGING DIRECTOR 


At the regular stockholders’ meeting of the 
Mitsui Bank, Limited, Tokyo, Juhei Kenjo, 
who has been a director and manager of the 
foreign department, was elected a managing 
director. Masatora Koike, who has been a 
manager of the foreign exchange department 
at the head office in Tokyo, has succeeded 
Mr. Kenjo as manager of the foreign de- 
partment. He was New York agent from 
1922 to 1926. Keizo Tsuchiya, former 
Shanghai manager, has been manager of the 
foreign exchange department in the Tokyo 
office. 
Genyemon Mitsui is chairman of the 
board of directors. Tomozo Toyama is a 
director and manager of the metropolitan 
office of the bank in Tokyo. 
Riukichi Takagi been 
agent of the bank since 1926. 
New York are at 61 Broadway. 


has 


New York 
Offices in 
















COMING BANKERS’ CON- 
VENTIONS 


AMERICAN INSTITUTE OF BANKING, Pitts- 
burgh, 1931. Secretary, Richard W Hill, 
110 East 42nd street, New York City. 


ARIZONA BANKERS ASSOCIATION, Tucson, 
November 7-8. Secretary, Morris Goldwa- 
ter, Prescott. 


FINANCIAL ADVERTISERS ASSOCIATION, 
Boston, September, 1931. Executive secre- 
tary, Preston E. Reed, 231 South La Salle 


street, Chicago. 


FouRTH SOUTHERN TRUST CONFERENCE, 
Charleston, §. C., spring of 1931. Under 
the auspices of the Trust Company Division, 
American Bankers Association. 

INVESTMENT BANKERS ASSOCIATION, New 
Orleans, October 12-15. Headquarters, 
Roosevelt Hotel. Secretary, Alden H. Little, 
105 South La Salle street, Chicago. 


IowA BANKERS ASSOCIATION, Waterloo, 
June 22-24, 1931. Secretary, Frank War- 
ner, 430 Liberty Building, Des Moines. 


NATIONAL SAFE DeEposir CONVENTION, 
Chicago, spring of 1931. 


NEBRASKA BANKERS ASSOCIATION, Omaha, 
October 22-23. Secretary, William B. Hughes, 
420 Farnam Building, Omaha. 


New JERSEY BANKERS ASSOCIATION, trust 
department activities, Trenton, November 20- 
21. Headquarters, Hotel Stacy-Trent. Sec- 
retary, Armitt H. Coate, Burlington County 
Trust Company, Moorestown, N. J. 


SixtH Mrp-ConTINENT Trust CONFER’ 
ENCE, Indianapolis, November 13-14. Under 
the auspices of the Trust Company Division, 
American Bankers Association. 

SoutH Daxota BANKERS ASSOCIATION, 
Huron, June 24-26, 1931. Secretary, Geo. 
A. Starring, City Hall Building, Huron. 

Texas BANKERS ASSOCIATION, San An- 
gelo, May 12-14, 1931. Secretary, W. A. 
Philpott, Jr., Dallas. 

West VIRGINIA BANKERS ASSOCIATION, 
Morgantown, 1931. Secretary, J. S. Hill, 
Charleston. 


MORRIS PLAN BANKERS 
OPTIMISTIC 


Despite the business depression, the key- 


note of the annual convention of the Morris 
Plan Bankers Association, held last month at 
Poland Springs, Me., was optimism. 


Con- 





Convention News 








tinuance of service along old lines and re- 
search to develop new fields was urged. 

J. Rodney Ball, treasurer of the Lawrence 
Morris Plan Company, was elected president 
for the coming year. Glenn F. Turnbull, 
vice-president of the Industrial Morris Plan 
Bank of Detroit, was elected first vice- 
president; George C. Toel, treasurer of the 
Morris Plan Co. of St. Joseph, Mo., second 
vice-president; and George M. Clark, former 
cashier and assistant manager of the Morris 
Plan Bank of Chattanooga, executive sec 
retary. 


KENTUCKY BANKERS MEET 


MEMBERS of the Kentucky Bankers Associa- 
tion, at the annual convention held in 
Louisville, last month, elected C. W. Simrall, 
president of the Covington Trust & Bank 
ing Co., of Covington, as president for the 
coming year. Other officers named were: 
Secretary, Harry G. Smith, Louisville, 
treasurer, R. E. Smith, of Horse Cove. 

Among the speakers were Rome C 
Stephenson, of South Bend, Ind., president 
of the American Bankers Association for 
the coming year; A. G. Brown, president of 
the Intermediate Credit Bank of Louisville: 
and Nicholas H. Dosker, executive  vice- 
president Louisville Trust Company and 
banker member of the Kentucky drouth 
relief committee. Mr. Dosker outlined plans 
drouth relief in that state. 


and 


for 
INDIANA BANKERS MEET 


FRANK B. BERNARD, president of the Mer- 
chants National Bank of Muncie, Ind., was 
elected president of the Indiana Bankers 
Association at the annual convention, held 
last month in Fort Wayne. Mr. Bernard 
succeeds Elmer W. Stout, president of the 


Fletcher American National Bank of In 
dianapolis. Other officers elected were: 
Vice-president, Charles M. Niezer, presi- 


dent First Tri-State National Bank & Trust 
Company of Fort Wayne; secretary, Miss 
Forba McDaniel, of Indianapolis; and trea- 
surer, Hugh V. Miller, president of the 
First National Bank of Martinsville. 

The association adopted a resolution stat- 
ing that the maximum rate to be paid on 
time deposits should be 3 per cent., since 


past banking experience had proved that 
this sum was all that banks could safely 
pay. The association also indorsed a recom- 


mendation of the state banking department 
that a law be passed providing that the 
affairs of closed banks be administered by 
the department instead of by receiverships 


“4 


d/ 
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Speakers at the convention included Sen- 
ator Carter Glass, author of the Federal 
Reserve Act; Walter Head, president Fore- 
man-State National Bank of Chicago; M. A. 
Traylor, president First National Bank of 
Chicago; Dr. Benjamin Anderson, Jr., econ- 
omist of the Chase National Bank of New 
York; and Rome C. Stephenson, of South 
Bend, new president of the American Bank- 
ers Association. 


DELAWARE BANKERS HOLD 
ANNUAL MEETING 


Appresses by Alexander Wall, of the 
Robert Morris Associates, and Gilbert T. 
Stephenson, vice-president of the Equitable 
Trust Company of Wilmington, were fea- 
tures of the annual convention of the Dela- 
ware Bankers Association, held last month 
in Rehoboth. Mr. Wall's subject was 
“Lessons Learned from the 1929 Collapse,” 
and Mr. Stephenson spoke on “Bankers and 
Business.” 


SAVINGS BANKERS MEET AT 
SWAMPSCOTT 








Savincs bankers of Maine and Massa- 
chusetts met in a joint convention at 
Swampscott, Mass., last month and erected a 
complete picture of a model mutual savings 
bank, after which they selected for discus- 
sion the most important phases of the build- 
ing. The program was thus divided into 
three divisions—services, management and 
investments. 

Under the heading of services, were dis- 
cussed the value of safe deposit boxes, sav- 
ings bank life insurance, three-name notes, 
branch banking, trust powers for savings 
banks and limitation of deposits on in- 
dividual accounts. Budgeting of expenses, 
proper limit of surplus, amortization of 
bonds and taxation of savings banks were 
taken up under the heading of management. 
The subject of investments included such 
topics as Canadian government bonds, rail- 
road bonds, public utilities, mortgages, real 
estate for banking use, trading in bonds, 
and effect of city ordinances on mortgage 
investments. 

One session of the convention was de- 
voted entirely to trustees. Social events in- 
cluded a golf tournament, banquet and ball. 


BANK TRAVEL BUREAU MEN 
TO MEET 


“RounpD-the-World in Two Days” will be 
the schedule of the Association of American 
Bank Travel Bureaus, when it meets in an- 
nual convention in Chicago November 10 
and 11. Headquarters will be in the Drake 
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Hotel. E. L. De Rosa, of the Foreman- 
State National Bank of Chicago, is chair- 
man of the convention committee. 


BANKER HEADS COMMUNITY 
FUND CAMPAIGN 


SIDNEY MAESTRE, president of the Mercan- 
tile‘Commerce Company, investment unit af- 
filiated with the Mercantile‘Commerce Bank 
and Trust Company, St. Louis, has been 
chosen chairman of the ninth annual com- 
































































































SIDNEY MAESTRE 
President MercantileCommerce Com- 
pany, St. Louis. 


munity fund campaign in his home city. 
For three years he was chairman of the 
executive committee of the fund. He is 
treasurer of the Community Council, presi- 
dent of the Bureau for Homeless Men, 
chairman of the Citizens’ Anti-Begging Com- 
mittee, treasurer and a member of the ad- 
ministrative board of the Salvation Army, 
and a member of the board of directors of 
the Thomas Dunn home. In addition to his 
philanthropic and civic duties, Mr. Maestre 
also serves as chairman of the Mississippi 
Valley group of the Investment Bankers 
Association. 


CONSOLIDATION EFFECTIVE 


On September 29, the merger of the Plaza 
Trust Company, Broadway National Bank 
and Trust Company, and Park Row Trust 
Company, of New York, became effective. 
The new bank is called the Broadway and 











Plaza Trust Company. Its main offices are 
at Fifth avenue and 29th street, the former 
home of the Broadway, and branch offices 
at Fifth avenue and 52nd street, and 154 
Nassau street, the former locations of ° the 


Plaza and the Park Row, respectively. 


PARTNER FOR BROWN 
BROTHERS 


NEW 


Brown BROTHERS & Co. has announced the 


admission to partnership in that firm of 
P. Blair Lee of Philadelphia. Mr. Lee, who 
will have his quarters in the firm’s Phila- 


delphia office, resigned as vice-president of 
the First National Bank of Philadelphia, a 
post he had held since January, 1928, to take 
up the partnership in the investment firm. 
Mr. Lee is a native of Maryland and is a 
son of Blair Lee, who was United States 
Senator from Maryland from 1912 to 1917. 
Following his graduation from Princeton in 
1918, he entered the war and was sent over- 
captain of the 80th 


infantry in 


seas aS a 


Division. For five years he was associated 
with the Birdsboro Steel Foundry & Ma- 
chine Co. of Birdsboro, Pa., and for two 


years engaged in the real estate business in 
Washington, D. C. Mr. Lee has made his 
home in Philadelphia since 1928. He is a 
son-in-law of Joseph Wayne, Jr., president 
of the Philadelphia National Bank. 
Admission of Mr. Lee to partnership in 
Brown Brothers & Co. gives the firm two 
partners in this city. Since the death of 
James Crosby Brown in April of this year 
Charles D. Dickey has been the only Phila- 
delphia resident partner. Firm partners in 
New York are: James Brown, Thatcher M. 
Brown, Moreau Delano, John Henry Ham- 
mond, Ray Morris, Robert A. Lovett, Ellery 
S. James and Ralph T. Crane, and at Boston, 
Louis Curtis, Louis Curtis, Jr., and Lawrence 


Tighe. 


WRONG KIND OF ADVERTISING 


Comes the story of the Kentucky banker 
who was always anxious to advertise the 
bank and to get new business, relates the 
New York Evening Post. It seems that he 
decided upon making the bank conspicuous, 
by making its executives conspicuous and 
that one of the ways in which this was done 
was by having them all wear hats during 
business hours. 

Every week a colored workman used to 
present his check for the week’s wages until 
the banker finally asked him why he didn’t 
become a depositor. “Boss, I’se jes’ afeared,” 
the darky countered furtively: “You-all 
looks like you was alus ready to start some- 
where.”—American Banker. 
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VICE-PRESIDENT ELECTED 


S. L. THENEN has been elected 
president and manager of the foreign de- 
partment of the National Safety Bank & 
Trust Company of New York. 


vice- 






BANK OF ITALY PROMOTION 


Tom A. GALLAGHER, for three years a 
member of the advertising and publicity staff 
of the Bank of Italy, San Francisco, has 
been appointed manager of the publicity de- 
partment. 


TO REMODEL QUARTERS 


HoiMEs & WINsLow, bank architects in New 
York, are to remodel the banking quarters 
of the South Brooklyn Savings Bank located 
at 65th street and 18th avenue. The 
tract for this work has been awarded to the 
Caye Construction Company, Brooklyn, N. Y. 


con: 


BANKS SAVE INTEREST BY 
USING AIR MAIL 


Use of the air mail is increasing steadily, 
according to an analysis prepared by the 
Bank of America, N. A., New York, show- 
ing that a saving of thousands of dollars in 
interest on the part of American banks has 
been possible through use of this service, now 
in its twelfth year of operation. 

From January 1 to July 31, 1930, mail 
carried by air totaled 4,424,100 pounds, a 
gain of 17 per cent. over the poundage car- 
ried in the same period of last year. From 
a modest beginning in 1918, when 700,000 
pieces were carried, air mail service has 
grown until last year 300,000 pieces were 
shipped in this manner. 

Discussing the advantages of the air mail 
over any other means of transportation, the 
analysis says: 

“Although there are no complete statis- 
tics available showing the extent to which 
financial institutions are availing themselves 
of the facilities of the air mail service, it is 
estimated that the banks of the country are 
savings hundreds of thousands of dollars by 
sending checks for collection and payment 
to New York City by air mail. Such items, 
carried by air mail, reach New York hours 
sooner than any other method of trans- 
portation. 

“Checks arriving in New York later than 
nine o'clock in the morning cannot be cleared 
until the corresponding hour of the follow- 
ing day, so that very frequently air mail, 
making possible an early morning delivery, 
results in a saving of twenty-four hours’ in- 
terest, a substantial figure which should leave 
a considerable surplus above the added cost 
of mailing by air.” 
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i a 
The Orange Savings Bank, located at the southeast corner of South Day and Main 
streets, Orange, N. J., has just moved into temporary quarters pending the construc- 
tion of its new building. The exterior design, shown above, is modified Italian 
Renaissance, having an exterior of selected Georgia marble, or Ohio sandstone, with 
a base of polished granite. The new building is to occupy the present site of the 
bank except to have a greater depth and will be thoroughly fireproof and individual 
in character, with a clear ceiling height of about thirty feet for the main banking 
room and an intermediate floor at the rear, over the security vault, for the manager's 
room, girls’ rest room and toilet facilities. The president, Charles D. Storrs, will 
have his private office at the front near the entrance in a convenient location for 
depositors desiring to consulf him. The active officers’ space will be accessible to 
the public and in close touch with the work space. A special mortgage closing room 
will be provided for at the rear and other modern conveniences are provided for to 
facilitate service to depositors. Holmes and Winslow of New York City, specialists 
in bank work, are the architects for the building. 





BOOK REVIEWS AND NEW BOOKS 


Recent Announcements of Other Publishers 








THE THEORY AND PRINCIPLES OF 
CENTRAL BANKING. By Wm. A. 
Shaw, Litt. D. New York: Isaac 
Pitman & Sons. $3.90. 


FUNDAMENTAL to an understanding of 
Dr. Shaw’s treatise is his conception 
of the true objects of banking organiza 
tion. “The end and purpose of all 
banking organization,” he says, “is the 
co-ordination of human industry to 
human needs, a fully maintained in 
dustry and a fully maintained enjoy 
ment of the fruits of industry.” He 
does not mean, of course, that any 
banking organization, however perfect, 
can of itself bring about this ideal 
state of affairs, but that it can be 
measurably effective in contributing to 
ward its attainment. 

At a time when there is so much 
discussion of central bank policy, Dr. 
Shaw’s views on this subject will be 
of exceptional interest. His opinion 
that the place to check credit inflation 


is at its source, and the time at its 
beginning, contravenes much of our 
own banking theory and practice, 


though the wisdom of his view cannot 
be questioned. As to stock specula- 
tion, he regards it as a mental disease 


which must be allowed torun its 
course and to bring about its own 
cure. What the banks should do is, 


at the first signs of approach, to keep 
absolutely clear of it. 

“Control of prices by a_ central 
bank,” says the author, “through its 
suposed control of credit is a pure 
myth and an impossibility.” He also 
tells us that “change in gold value is 
simply one out of myriad other changes 
of value ratios between all goods.” 
And again: “Price is not an expression 
of the ratio of goods to money. It is 
the expression of the countless ratios 
of goods to goods, and the possible 
variations of these ratios are as infinite 
as the sands of the sea.” 

Dr. Shaw’s full discussion of central 
bank policy reveals a clear conception 
of his subject both on its theoretical 


and practical sides, and his attack on 
the quantitative theory of money comes 
at a time when that theory is gaining 
in favor in unexpected quarters. He 
has made a most timely and valuable 
contribution to banking science. 

His position on the currency—except 
in its main contention, that the issue 
and retirement should be automatic 
will hardly gain wide acceptance at 
the present time. The belief that 
currency must be convertible into the 
standard coin is one not easily upset. 


THE ArT OF BusINEss THINKING 
By H. G. Schanackel. New York: 
John Wiley © Sons, Inc. $2.65. 


Foop for thought is contained in the 
following sentence’ found in __ this 
volume: “The average normal indi 
vidual uses his mental powers to only 
a small percentage of capacity.” The 
author then proceeds to speculate on 
what an executive might do who 
worked his thinking apparatus to its 
limit. 

Doubtless the comparative disuse of 
one’s mental faculties may be attributed 
less to mental laziness than to the lack 
of understanding of how to think 
effectively, or even to think at all—the 
latter state of mind being all too com 


mon. In too many cases the individual 
hires others to do his thinking for 
him. In accepting thus resignedly the 


views of others, he not only reaches 
wrong conclusions, but more than all 
misses for himself the mental discipline 
that the exercise of his own thinking 
faculties would afford. 

There is a very instructive chapter 
on “Executive Qualifications and 
Proper Mental Attitude,” which ought 
to be of practical value to the bank 
executive and to those in other lines 
of business. 

Scientific methods of thought are a 
necessary part of the equipment of the 
executive who is no longer satisfied 
with the hit-or-miss and rule-of-thumb 
plan of doing things. In acquiring a 
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Bank Secondary Reserve 
and Investment Policies 


By 
PAUL M. ATKINS 


Engineer-Economist 
Ames, Emerich & Co., Inc. 


During the past few years there has 
been a rapidly growing interest in 
bank secondary reserves and much 
attention is now being given the sub- 
ject at bankers’ conventions and in 
banking periodicals. 


The present volume is the result of a 
persistent demand for authoritative 
information on this problen—a book 
designed to be of practical helpfulness 
to executives charged with investment 
responsibilities. 


The author, Dr. Paul M. Atkins, 
has been making a study of this sub- 
ject for a number of years and this 
volume embodies the results of his 
interview of some three hundred Basle Factors Underlying Bank > 
different bankers, many of whom con- Size and Composition of a Primary 
tributed data based on their own ex- Size ‘and. ‘Composition of a Second- 


. ary Reserve 
perience. The Investment Account of a Bank 


ORDER BLANK 


BANKERS PUBLISHING = 
71 Murray Street, New York, N. Y. 


Please send me, postpaid, a copy of “Bank Secondary Reserve and Investment 
Policies.” I agree to remit $2.50 within five days or return the book. 
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knowledge of these scientific methods 
this book will prove distinctly helpful. 


A History OF FINANCIAL SPECULA- 
TION. By R. H. Mottram. Boston: 
Little, Brown & Co. $4.15. 


Hopinc, in his preface, to avoid “the 
worst of all bigotries, economic finality,” 
the author probably leans too far in the 
other direction, making his work lack 
in something more definite. He sketches 
with scholarly insight some of the great 
speculative crazes of history, and dis- 
cusses investment and speculation, and 
is far from being hopeless of the use- 
fulness of the latter. In regard to 
maintaining the financial integrity of 
states, he says: “Speculative habit, 
rightly used and necessarily controlled, 
may do much, but only on condition 
that there can be created for its direc’ 
tion a body of intelligence and initia- 
tive that can put it adequately at the 
service of those humble, laborious classes 
upon whose consent and co-operation 
it, and the very existence of civilized 
states, depend ™ 


Money RATES AND MONEY MARKETS 
IN THE UNITED STATES. By Win- 
field W. Riefler. New York: Harper 
@ Brothers. $4.15. 


One of the interesting problems con- 
sidered in this volume is the variation 
in ratios which banks charge their cus- 
tomers for loans in different parts of 
the country and different classes of 


loans. So wide are these variations 
that there cannot be said to exist any- 
thing like a general rate for money 
throughout the United States. 

The author’s study is chiefly con- 
cerned with rate movements in the 
American money market since the 
establishment of the Federal Reserve 
System. It presents in detail an 
analysis of the factors that make for an 
Increase or decrease of reserve credit 
to member banks. The special reasons 
why Treasury certificates are so at- 


tractive as bank investments are also 
stated 


The 


vork is a valuable contribution 
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to the literature of central bank poli- 
cies. At present the tendency is to 
expect from central banks duties and 
responsibilities far beyond the original 
powers of these institutions. That this 
expectation exceeds the rightful and 
possible functions of central banks 
seems to be evidenced by experience, 
although this extension of responsibility 
has been perhaps too recent to afford 
a sufficient test of its practicability. 


THE IMPERIAL Banks. By A. S. J. 
Baster, B. Com., B. Sc. London: 
P. S. King & Son, Ltd. $3.40. 


THis volume affords a wealth of in- 
formation relating to the colonial bank 
regulations of the British banks, early 
history of the imperial banks and cen- 
tral banking in the British Empire. 
The chapter dealing with the last- 
named topic is especially one of timely 
interest. 


HarvarRD BusINess REPoRTs. Com- 
piled and published for the Graduate 
School of Business Administration, 
George F. Baker Foundation, Har- 
vard University. New York: Mc: 
Graw-Hill Book Company, Inc. 
$7.65. 


Tuis is volume eight of this series, and 
it deals with cases on the motion pic’ 
ture industry. How important this 
industry has become is shown by the 
fact that “One conservative estimate 
places the number of American people 
who attend motion picture exhibitions 
every week at approximately 100,000,- 
000, and in so doing they expend ap- 
proximately $1,560,000,000 annually.” 

Included in the volume are sixty-six 
cases on the business aspects of the 
motion picture industry. These cases, 
together with the introduction and com- 
mentaries of Professor Howard T. 
Lewis, represent a comprehensive sur- 
vey of the leading business problems 
which the motion picture industry has 
had to meet. 

The importance of this information 
appears from the huge proportions of 
the industry, as shown in the above 
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figures. The survey is of especial 
value to bankers and others who have 
relations with the financial aspects of 
what has become one of America’s 
foremost enterprises. 


THE SECRETARY'S GUIDE TO CoRRECT 
MoperRN Usace. By C. O. Sylvester 
Mawson, Litt. D., Ph. D. New 
York: Thomas J. Crowell Company. 
$2.15. 


DEALING in a concise and _ practical 
manner with such matters as punctua- 
tion, capitalization and spelling, and 
including a number of simple rules 
for correct English usage, this volume 
is designed primarily for the instruc- 
tion of secretaries, but will be found 
equally useful to all who value pre’ 
cision in the use of language. 


Munpy’s EARNING Power OF RAIL’ 
ROADS. Compiled and edited by 
Floyd W. Mundy. New York: Jas. 
H. Oliphant & Co. 


THE twenty-fifth annual issue of this 
publication presents, as usual, important 
statistics and other facts relating to 
the earning power of railroads, ar- 
ranged conveniently for reference. 
Statistics are given for practically all 
the important railroads of the United 
States, with a few others whose securi- 
ties are known to some extent to 
American investors. Tables include 
statistics regarding earnings, mileage, 
capitalization, tonnage, etc. The notes 
give information as to dividends and 
such other facts about capitalization, 
investments and physical and financial 
condition as seem to be of direct in- 
terest to the investor. Maps are a 
new feature, showing the railroad con- 
solidations as indicated by the Inter- 
state Commerce Commission. 

It is a most useful compilation of 
facts relating to the railways, and of 
practical value to banks, trust com- 
panies and individual investors inter- 
ested in this class of securities. 


THE DiscOUNT MARKET IN LonpONj | 
its organization and recent develop: | 
ment. By H. W. Greengrass. New = 
York: Isaac Pitman & Sons. $2.15, 7 


Tus book is principally intended for % 
the benefit of banking students. It 7 
gives a large amount of information | 
about the London money market, and | 
the events which in recent years have | 
given that market an even greater | 
prominence. 4 


FoREIGN TRADE IN 1930; official reports © 
of the Seventeenth National Foreign ~ 
Trade Convention. New York: Nar 7 
tional Foreign Trade Council. $2.65 


PAMPHLETS RECEIVED 


PROCEEDINGS OF THE MiD-WINTER Cony | 
FERENCE OF THE TRUST COMPANY SEG ~ 
TION, PENNSYLVANIA BANKERS ASSOCIA* |= 
TION, held December, 1929, in Harrisburg. © 


PROCEEDINGS OF THE THIRTY-SIXTH AN> | 


NUAL CONVENTION OF THE WISCONSIN © 
BANKERS ASSOCIATION, held June, 1930, © 
in Milwaukee. 
YEARBOOK OF THE PENNSYLVANIA BANKERS | 
ASSOCIATION, 1930. With an account of % 
the thirty-sixth annual convention, held = 
May, 1930, at Atlantic City. 


PROCEEDINGS OF THE THIRTY-FirTH AN* | 
NUAL CONVENTION OF THE WASHINGTON © 
BANKERS AssociATION, held June, 1930, | 
in Bellingham. 


BOOKS RECEIVED 


STocK MovEMENTS AND SPECULATION. By © 
Frederic Drew Bond. New York: Apple — 
ton. $2.65. } 
has been brought completely up to date, © 


COST ACCOUNTING AND 
BANKING 


A BOOKLET on the above subject, recently § 
issued by the Savings Bank Division of the 7 
American Bankers Association, contains two | 
articles, “Cost Accounting and Audit Com | 
trol for Savings Departments in Banks,” by 7 
Thomas H. Sanders, professor of accounting, § 
Graduate School of Business Administration, © 
Harvard University, and “Basic Differences 2 
Between Savings and Commercial Banking, 7 
by Howard Whipple, vice-president Bank 
America of California, San Francisco. 





This new, second edition = 





